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Stagnation is writ painfully large over the recent educational 
history of this province. Some quantitative improvement may no 
doubt be claimed for almost every branch of education. But this 
improvement appears almost a mockery when the high hopes en- 
tertain^ of the first step towards Responsible Government are 
reoalim to mipd and the actual achievement is compared with the 
magptude of the task still unfinished. Nor is this regrettable 
failure to achieve quantitative progress relieved in any way by 
well-conceived attempts to raise the quality of 
education actually supplied- Not that there is any lack of well^ 
informed and broad-visioned criticism or speculation on the sub- 
ject. As a matter of fact, reports of academic disquisitions, for- 
mal resolutions and' proposals, cogitations of expert committees 
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encumber the library and perplex the mind of the serious students 
of affairs in this province . But unhappily, all this outpouring of 
educational thought and enthusiasm has not yet progressed be- 
yond the stage of ineffective mouth-service. 

In no branch of education is this frustration of hopes more 
complete or more painful than in primary education. , 

One of the early steps of the first Education Minister of this 
province was to appoint a committee which was to inquire into 
all aspects — administrative, financial and others — of primary edu- 
cation and to submit a definite scheme for adoption by Govern- 
ment. The committee consisted of eight non-officials and tw^o 
official members of the Lipgislative Council with Sir N. G. Chanda- 
varkar as its chairman. Its^report was submitted in May, 1922 and 
was accepted by the Government as the basis of its future policy. 
The required legislation — ^afterwards known as the Primary Edu- 
cation Act of 1922 — received the sanction of the Legislative 

« 

Council in December of the same year. 

The committee felt no hesitation in recommending the adop- 
tion of free and compulsory primary education for .boys ovf^^j. , 
whole of the presidency in general. They enjoined caiution, 1 
ever, in the application of any drastic measures to^ the Guzejt 
districts where rural opinion seemed rather hostile to any com-' 
pulsion. In the case of girls, however, the committee expressed 
misgivings as regards the preparedness of the populace for similar 
measures in the areas outside the jurisdiction of the muniolpalities. 
They were inclined to leave the problem to the decision of 
local authorities. 

On this basis, the committee framed a programme to be 
carried out in the next ten years. The areas commanded by the 
city municipalities were to be brought within the orbiii 
pulsion wdthin five years — or less than five years even, if prac- 
ticable — ^by adding annually to the school-population at least 20 
per tcent of the boys then out of school. The period for non-city 
municipalities and for villages which were fit to have a school 
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was fixed at seven years. In the case of the latter, the method 
recommended was to apply compulsion annually to one-seventh 
of the villages included in the jurisdiction of the district local 
boards. The committee also hoped during the same ten years 
to make primary education compulsory for girls subject to the 
authority of city and town municipalities. These two authorities 
were expected to add to their school-rolls out of 73 thousand 
boys and 40 out of 57 thoasand girls of school-going age then out 
of school. As regards ruial a^-eas, +he committee did not hope 
to add to the number of schoo-l-going girls more than one lakh 
out of a staggering total of nearly a million. 

These facts alone at'e not adeiitiate to base a i^roper judg- 
ment on, as regards the educational policy and achievements of 
the Bombay Government during iTcent years. In addition, to 
them, we must also bear in mind several other considerations which 
make a genuine diffusion of literacy a most complicated problem. 
These considerations relate mostly to the notorious disparities 
which exist between areas and areas, and classes and classes. 
Unless these disparities are materially reduced, a mere quantita^ 
tive improvement in the number of literate and educated people 
may well become a source of increased social and political selfish- 
ness — not to speak of the insidious and unscrupulous exploitation 
screened behind the convenient but dreadful mask of non-com- 
munal democracy. We would even prefer that, if necessary, mere 
progress in numbers should be sacrificed to this politically urgent 
and socially more beneficial task of remedying these unjust dis- 
parities. 

We are now in a position to find out and appreciate the signi- 
ficance of the statistics which abound in the annual educational 
reports of the Bombay Government. 

We shall first direct our attention to the success achieved 
in this province in carrying the light of literacy into those con- 
siderable parts of the province which till 1921 were still without 
a school. 
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There are in this province about 26,230 towns and " villages * 
in all. Of these, 10,167 towns and villages^* only had one 
school or more in 1921. 

Of the balance of 16,563, not all are fit to have schools in 
the present financial and administrative circumstances of this 
Government. According to the estimate of the Chandavarkar 
Committee, a minimum of 30 pupils at least is required if a school 
is to be set up with anything like a reasonable standard of initial 
and recurrent expenditure from the public funds. But no less 
than 12,000 of the villages under consideration have a population 
of less than 500 souls. Most of them would in all probability be 
unable to produce the requisite number of 30 pupils. 

The committee found that out of the 10,000 and odd towns 
and villages which had one or more schools in 1921, as many as 

3.000 were villages with a population of 500 and under. On this 
basis the committee were led to estimate that out of the other 

12.000 tiny ^ villages ’ to be yet provided for, about a half only 
would be able to satisfy the aforesaid canon of economy. In con- 
sideration of the fact that a good part- of the available field must 
have been already covered by the existing educational facilities, 
this estimate of the committee appears a highly probable one. 

The rest of the ‘ villages * present no such difliculties. Of 
these, 2,521 had a population of between 500 and 1,000 souls and 
248 were inhabited by more than 1,000. 


1 A * village ’ meana a reveaue village which may comprise several more or 
less contiguous hamlets. 



EDUCATION AND EDUCATIONAL FINANCE IN BOMBAY 6 


The statistics adduced below summarise the progress made 
under the auspices of responsible Indian Ministers: 


Total towns and 1921 

1926-26 (with schools) 

1926-27(wiih 

BchooU) 

Total towns 
and villages in 
Divisions 

Villages 

36,730 

Bombay Division 

1,648 

1,671 

6,068 

Those with 

schools in 

10,167 

Central Division 

3,308 

3,431 

7,468 

8chool-less 

16,663 

North Division 

1.608 

1,618 

3,304 

Those too small 
to have schools 

6,000 

South Division 

1,861 

1,936 

4,738 

Those which 

ought to have 
schools 

10,663 

Sind Division 

2,012 

1,7<?7 

6,134 



Total 

10,337 

10,344 

26,731 


Deduct those , with 
schools in 1921 

10,167 

10,167 





;o 

77 



Out of 10,563 ‘ villages ’ which according to the Chandavar- 
kar Committee weie in urgent need of and fit for primary schools, 
only 77 had received the blessing till the end of the official year 
1926-271. 

The Chandavarkar Committee had drawn the attention of the 
Government and the public to the obvious backwardness of the 
country-side in primary education. It had also laid pointed 
stress on the growing and loud-voiced demand for such education 
from the representatives of the rural agricultural communities. 
The subjoined table seta forth the statistical evidence of the extent 
to which this disparity has been remedied. 

Pebsidency, including Sind (minus City). 


Boys and girls of school- 
going age 


Boys and 
girls at 
school in 
1921 


Boys and 
girls to be 
provided for 


Boys and Bpys and 

girls at gi^rls at 
school in school in 
1925-26 1926-27 


City and town muni- 
cipalities ... 188+162 93+86 96+126 178+68 90+69 

V illages which 

ought to have 

schools ... 862+809 306+66 657+743 611+35® 663+39s 

Very small villages 128+123 ... 123+123 


2 60 thousand girls are attending boys’ schools. 
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In the case of urban areas, 85 thousand out of a total of 96 
thousand boys have been already drawn into schools. But in the 
case of rural areas, only 20() thousand were added to the school- 
population out of a bi^i’ total of 557 thousand to be provided for. 
Besides, this increase has not been evenly distributed over the 
province as it is largely due to one or two socially and politically 
agitated districts like Satara. 

The disparity between rural and urban areas is — as might be 
expected — still more obvious in the case of girls. The number 
of additional girls attending schools in urban areas runs into a 
total of 32 thousand out of 120 thousand who awaited schooling 
in 1921. In rural areas, the number so added reaches 32 thousand 
again although not less than 743 thousand were out of school in 
1981. The respective percentages compare as 25 and 5. 

The main problem,’’ declares the Chandavarkar Ooramittee, 
is to develop primary education among the Non-Brahman Hindus 
in the presidency proper and among the Musalmans in Sind.” 
But though this aspect of the i)roblem w^as and is clearly recog- 
nised by all responsible authorities, little contribiition has been 
made during these years towards its solution — as is made clear 
by the subjoined statistics. 

PkESIDKNCY (W llOT.K ) . 

Boys only. 



Percentage to 
population 


Percentage of pupils to 
total number of pupils 



1921-22 

1926-26 

1926-27 

Advanced Hindus 

... U 

336 

31-3 

21.0 

Intermediate Hindus 

... 57 

41-1 

42-8 

47.6 

Backward Hindus 

... 23 

6.6 

8-4 

13-3 

Musalmans 

... 11 

18-6 

174 

18.0 


Advanced Hindus, consisting mostly of Brahmans, and Musal- 
mans are distinctly far ahead of the remaining 80 per cent of the 
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population. Between them, they contribute almost 50 per cent of the 
total strength of primary schools. The variations such as have 
occurred during it cent years — insignifioant as they are — ^must, 
however, be admitted to be in the right directions. 

Except in the case of backward Hindus who consist of the 
depressed classes, criminal tribes, etc., no direct encouragement 
is given by Government to othe^* classes in the field of primary 
education. Such direct encouragenjeiic is entirely reserved for the 
diffusion of higher education among them. In the case of the 
backward Hindus, 300 scholarships of different vflues are award- 
ed in the higher classes of primary education, i.e., frofti 5th to 7th; 
there may be sorpe evidence to believe that the number of scholar- 
ships actually falls short of their real requirements. But it is more 
probable that the provision of mere scLoiarshiiis does not palliate, 
much less overcome the difficulties of their social and home en- 
vironment. 

There is, however, one form of encouragement which the 
Government have adopted and the importance of which cannot be 
easily exaggerated. They have definitely accepted the policy of 
increasing the percentage of teachers drawn from the backward 
and agricultural classes — the very people whose educational prob- 
lem must be solved before any foundation of a truly progressive 
and democratic society can be laid. 


Bkrcentage of Primary Teachers 


Advanced 

HinduB 

Intermediate HinduR 

Backward Hindus 

1923-24 

66 

31 

3 

1924-26 

64 

33 

3 

m25-26 • ... 

62 

34 

4 


The progress made is almost negligible. But what is of im- 
portance here is the recognition of the need of a definite change 
of policy on the part of the public authorities. 
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The teacher has been drawn in the past from those classes 
whom traditions of literacy and the narrowness of an exclusive 
intellectual culture had separated from the life of* the masses at 
large. This was not perhaps a great evil as the larger part of 
the Ischool material was supplied by these classes themselves and 
the reverence for and the submission to the high caste man were 
still rooted in the habits and instincts of the true children of the 
soil. But these conditions are now rapidly disappearing. The 
appeal of the personality of the high-caste teacher finds no moral 
or emotional response because his inability to enter and share 
the outlook •and aspirations of the backward castes is too pain- 
fully obvious. In the extreme circumstances of ^overt or conceal- 
ed antipathy, the teacher is apt to assume an attitude of cautious 
aloofness — with the inevitable consequence that the village school 
can never hope to become what it ought to be, the centre for the 
diffusion of useful information and l)etter ideas for the community 
outside. Less frequently, when his sense of social obligation is 
strong or he is endowed with more than usual foresight, he falls 
into the opposite error of allowing himself to drift into a patro- 
nising pose. In either case, the consequences to education are 
equally disastrous. As a matter of plain fact, the psychology of 
caste is too subtle, too pervasive, too deeply ingrained to permit 
any real adjustment to new educational and social demands. But 
without such an organic adjustment, education must always re- 
main bereft of its only dynamic force — the moral appeal of the 
teacher's personality. 

Our only resource in the present circumstances is to use the 
narrow sociality fostered by caste as the only available basis for 
the appeal of the teacher to the community at large. Its narrow- 
ness is not perhaps too high a price to pay for the genuineness of 
its appeal to the instinctive and habitual elements in their social 
life. In restoring the moral and emotional strength of the 
teacher’s personality, caste may perhaps in the course of time find 
in it its own antidote. In the meanwhile, it is to be strongly 



EDUCATION AND EDUCATIONAL FINANCE IN BOMBAST 9 


hoped that the local autliorities in whom the future administra^ 
tivo rcHponsihility for jnimary education is vested will 
recognise the true i>urpose of the remedy and itpply it 
with such wise discrimination as to avoid its other painfully noto- 
rioiis consequences. 

This policy seems inevilahle in the light of frequent grievances 
which are expressed in iuanv lesponsilde quarters. Most 
of them centre lound an alleged lack of consideration on 
the part of teachers in tlnur heliaviour towards the pupils 
of the lower (astes. 11 was no doubt against this re- 
gre1tal>le spirit that a lU'^inber of the local council was 
]jrotesting, when he said — 

“ T have olten ri'cclve l (omplaints from some of my Maho- 
medan brethren that In the schools rhe tenvehers (who are non- 
Muslims) address Mahomedan students as ‘ Miyabhai,’ and 
while tlu'y do so they have not the least idea of what feeling they 
(‘reate in the minds of Mahomedan boys.^’ 

Indeed, it w(»uld amaze many self-sjjtistied men if they could 
get an ade(j[uate idea of the extent to which our present social 
and communal ill-feeling has betm eaus(Ml by such heedless exhibi- 
tions of ill-breeding. Bad manners, the authors of the Report 
on Indian Constitutional Reforms had gravedy warned Englishmen 
in this country, are a crime in India. But it would be difficult 
to find a distinguished man or woman of the backward (*aste in 
this country who has luJt some eipially bitter and indignant com- 
plaint against his high-caste teacher (m the same ground. TTn- 
fortunately, these manners are not always acts of deliberate mis- 
behaviour; they have the usage and sentiment of an antiquated 
social system to siq)poit and sometimes even to sanction them. 
In either case, the consecjuences are equally disastrous to social 
peace and amity. 

An accurate knowledge of these disparities in educational pro- 
gress is a necessary pieliminary to the pr(q)er apj)reciation of the 
improvement which has taken place in the number of pupils attend- 
F. 2 
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iiiff school. The table below presents the releTant statistics of 
this quantitative improvement: 

Pkbsidency. iNcr.trniNC} Sind (minds City). 

{Boys only) 


Towns— villages with 
or fit for schools. 


^Potal hoys. 
8424-208 


Roys at school. 
341+62 


Roys to be 
provided 
501 + 140 


At 

school 

in 


1925-26 

66I+8S 


At 

school 

in 

1926-27 


Those not fit for 

school 100+25 . . 100+23 ... 717+91 


Totals .. 1,173 403 770 749'* SOS'* 

i. 0,689 

It appears from these figures that 2tS() thousand boys out of 
a total of 770 thousand to be arranged for have found their way 
to school. ])ut the first-mentioned fij>*ure does not f] 5 “ive an accurate 
picture of the present sii nation. A very substantial part of the 
present school-going children is either below or above the age-limits 
fixed for compulsion. The percentage of such children to the 
total school-going children was as high as 38 in 1921. It would 
not be any violence to the existing realities to deduct on this 
account at least a (piarter from this numl>er of 280 thousand in 
order to make the figure (comparable with those in the third 
column. After such an adjustment, it will be found that we have 
not yet succeeded in finding room in our schools for more than, a 
(Riarter of the huge total of 770 thousand. 

But situation seems really des])erate when girls also are 
taken into account. 


3 Deduct 60 thousand girls attending boys’ school. 
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PllBSIDENCY, INCLUDING SiND (MINUS CiTY). 

{Girls only) 



Total girls of 
school-going 
age. 

Girls at school 
in 1921. 

Girls to be 
provided for 

At school 
in 1925-26 

At school 
in 1926-27 

Towns— villages with 
or fit for schools ... 814-f 167 

68+16 

723+141 

90+16 

97+17 

Those not fit for 
school 

. 100+23 

... 

100+2.'^ 

... 

... 

Total 

1,094 

102 

992 

106* 

114^ 


Thus only G4 thousiuid girls ha%o been added to the school 
population out of a total of nerrly one million to he yet sent to 
school. It is not, besides, possible find out how many of those 
who attend school are below or above the legal limits of compul- 
‘ion — so that the figaires are not strictly comparable. It is very 
probable that on account of our social customs and outlook not 
luany are above the upper limit of compulsion. The adjustment 
required on this account cannot therefore affect our conclusion 
very materially. 

To summarise the findings of this section. The statistics of 
school-going children record an ostensible increase duiing the last 
few years in the case of boys. Hut even this small increase is 
more apparent than real. For, little or nothing has yet been 
done towards mitigating the vast disparities in educational pro- 
giess which exist between rural and urban areas, advanced and 
backward communities, numbers of school-endowed and school-less 
villages, and finally beiween boys and girls. Unless these dis- 
parities are materially reduced, in other words unless the light of 
literacy is carried into quarters which till now have been suffered 
to remain without it, it cannot be said that any real step has been 
made towards the solution of the problem of primary education. 
Indeed both political wisdom and social justice seem to demand 

i 

4 See note, p. 10. 
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that, if nc^cessary, mere quantitative proj^’ress should he subordi- 
nated to a determined i)olicy of abrogating* these disparities. 

Quality of Education^ 

The tardy nature it not the absence of quantitative 
progress in ])riniary education may well cause the 
gravest anxiety as regards the future of tliis province. But when 
we i)ass on from these quantitative to (jualitative considerations, a 
situation is at on(;e revealed which makes this future look still 
morre gloomy and even des])erate. An inq)artial examination of 
the whole i)ro])lem from this viewpoint throws the utmost doubt 
on the wisdom of continuing further in our })resent track. 

Fnder our ])resent systtun an enormous number of children 
never j)ass beyond the first or the second standard of the lx)wer 
Primary stage. After two or three years of stagnation in these 
classes, they break otf their connection with the school and as a 
matter of course relapse (piickly into utter illiteracy, hlven of 
those who pass the 4th standard — the higlu\st class of the Lower 
Primary stage — tin' majority, thcie is considerable ground to 
believe, share the same fate. 

The subjoined table j)resents the relevant statistics on this 
very vital jioint ; 


(For Hoys and (ttrds) 



<N 

eo 

CM 


lO 

(M 

cc 

(M 

c5 


CN 

05 

CM 

(M 

05 

CO 

on 

05 

OJ 

05 

JO 

g 

Cm 

05 

Percentage m Piimary hi ago 

a.H 

H.9 

9.r, 

9.9 

9.6 

9.4 

l^ercciitage in. liowor Pr?niary stage 


91.1 

90.4 

90.1 

90.4 

90.6 

Percentage of pupils in Infant (’lass 

Percentage of those who pass ttl) 


a5.8 

01.5 

29.8 

30.9 

32.9 

Standard to those who joined school 

5 years previously 

12.9 

12.4 

11.6 

12.6 

16.4 

16,8 
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The row of figures at the bottom may well cause a shudder 
of utter despair. If out of every KX) pupils who join the school 
in any year, not nu re than 15 are destined to complete the Ixiwer 
Primary stage, we may well wonder how universal literacy can be 
ever achieved under the present system except after the lapse of 
several centuries. 

This staggering wastage appears all the more amazing when 
a comparison is made with ihe corresT>onding phenomenon in our 
secondary schools. One v. ould iiaiurally exi)e(jt this wastage to 
be normally far greater in secondary schools than in primary 
schools. For the selective prices . of examination is of more ini- 
jiortance in the former institntions; and the advanced age of boys 
is more likely to act as a povv^erful temj)tation for their premature 
withdrawal into wagt'-tarning (occupations. As a matter of fact, 
however, the corrcsi/onding percentage of hoys who roach the 
highest classes in our secondary schools is almost twice? as high 
as in the primary schools — ^25 per cent in actual figures. The 
well-known fact that our institutions for higher education have 
been in the past and still are the (dose-preserves of the literate 
high castes may perhaps be a part of the explanation of this 
apparent paradox. But this fact by itself cannot account for the 
Avhole of this situation. 

The reports of the school-inspectors ascribe this dismal situa- 
tion to several social and ecommiic causes. Ihnents are said to be 
always desirous of availing themselves of the aid of their children 
for agricultural purposes — in particular at the harvest time. 
Sometimes, indeed, they remove themselves bag and baggage to 
their fields for the whole of the agricultural season. This indif- 
ference is further strengthened by the all too coTiimon and deep- 
rooted prejudice against all education as the hall-mark of 
snobbishness or unwillingness to do manual work. Even among 
those who feel a dim moral obligation to send their children to 
school, a general reluctance to interest themselves in their pro- 
gress from day to day is said to be becoming more and more 
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oomiiioii. The abolition of the system of supplementary remunera- 
tion to the teachers who showed better results may have aggra- 
vated these evils. 

The remedies apjdied are as various as the causes of the extra- 
ordinary situation. In a few x)laces, one-session schools have 
been instituted for harvest times. In a few more, gardening and 
manual training of an elementary nature have been added to the 
regular school courses. Stimulus has been ai)plied to the teachers 
as well by recruiting them from the agricultural classes them- 
selves or by granting them bonuses when they show a high pro- 
l)OTtion of pupils in the higher classes. Hut all these remedies 
are rejmrted to have proved inadequaie to eft'ect even a small 
diminution of this great evil. 

The Director of Public Iiistiuction seems to disagree with 
the foregoing analysis both of the causes of this failure and the 
appropriate remedies to be ai)plied to it. He touches no doubt 
the very fundamental roots of the problem when he stresses the 
necessity of compulsion and imj^rovement in the quality of teach- 
ing as the true and only remedies. Comi)uLsion alone will now 
increase the number of those who attend the schools and of those 
who will stay on and acquire the rudiments of literacy before the 
expiry of the legal age limit. Not less vital than compulsion is 
the need of making the teaching in these schools something else 
than the present all too common irres])onsibility and jierfunctori- 
ness. There is little i)rospect of this much-needed change to 
better conditions, however, so long as the stigma of the one^ 
teacher school continues to disfigure our primary education policy. 
Not less than 45 to 50 per cent of our schools are at i)resent 
labouring under the blasting curse of one-teacher instruction. It 
was due largely to the fact that till very recently, the rules pre- 
scribed a maximum of one teacher for every 40 pujnls as the basis 
for the calculation of the Government share of the total expendi- 
ture. 

Other improvements will be required no less urgently in order 
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to enlist the active assent and co-operation of the large masses in 
the cause of literacy. The most important among these would 
be to bring our edu'^*ationa] system into intimate contact with the 
daily life of the community whom it is intended to serve. The 
well-known lack of i)opularity of our jiresent educational efforts 
is to be mainly ascribed to the fact that their ‘ literary ’ bia^^ has 
somehow seemed to run counter to the agricultural habits and 
outlook of the people at large. Th 're is a darge element of 
truth — although not a significant one so far as the lower branches 
of primary and middle-school education are concerned — in ibis gene- 
ral impression. As a inafter of historical fact, the whole of our 
modern educational arrangement., and a substantial part of our 
educational ideas also ai\ a direct product i)f industrial condi^ 
tions and urban life in i^he Wes*. It is not surprising, therefore, 
if the adoption of these ideas and arrangeraents has caused some 
difficulties in a predominantly agricultural country like India with 
its tenacious adherence to old ideas and old modes of life and 
activity. 

It is obvious that not much can be done directly to remove 
this impression in the case of tender children of between five and 
ten years. Ihe object of primary education has been and must 
always be to siipidy that minimum of instruction and — to quote a 
phrase now invested with much humour by the excellent treatise 
on the snl)jo(‘t of Mr. Mayhew — ‘ useful information * which (every- 
body as a human being and a member of political and (civilized 
society ought to possess. Nevertheless, although the courses 
themselves cannot he manipulated to serve this purpose, much 
can be done by infusing a new spirit and new outlook into our 
primary schools. It is our purpose here to notice some com- 
mendable beginnings which have already been made in this pro- 
vince in this direction. 

Sometimes, schools have been encouraged to add small 
gardens to their equipment and to use them for nature study. Al- 
though the number of schools with such gardens is almost insigni- 
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ficant, the results in the cas(‘ of those that have them are report- 
ed to have been very satisfactory. Sometimes prizes liave been 
offered to eiicouraj^e excellence in their nj)keep and maintenance 
and the emulation arciused by them has been noted to have been 
a great gain. The improvement deserves a further extension; 
the investment on it in rural areas cannot be large and the risks 
of failure are almost nothing. 

A far more important departure has been made in adding an 
‘ agricultural bias curriculiiin ’ as an alternative to the usual 
‘ literary ’ (uirriculum, for the higher standards from the bth to 
the 7th. For sound reasons, what has been aimed at is a prevo- 
{^ational rather than vocational knowledge of the general princi- 
])les of agriculture. I'hc teachers have been very aj)X)ropriately 
r(>cruited from the agiciiltural classes themselves. The boys are 
made to work for two hours eveiy day and the instruction in- 
cludes village carpentry and smithing as well. Fxcept in Sind, 
these classes have been very poi)ular and in some cases the 
villagers have come foiwaid voluntarily to aid the school with 
gratis or low^-rent j)lot8 of ground, etc. Not more than J to 1 
acre of land is required for the pnijmses of this course. The 
growing infusion of the agricultural castes into the teaching army 
may Ix' expected to sup])ly the requisite instructors without much 
additional expenditure. Nevertheless, the additional exjienditure 
on this innovation may prove ap obstacle to as ra])id an extensjon 
of it as may be desired. It should, however, be remembered 
that the per head cost of pujiils is comparatively much lower in 
rural areas than in municipal areas, and to this extent the rural 
(‘oinmunity which contributes also a much larger share to the 
revenues of the ]>rovince has an unchallengeable claim upon the 
tcionsideration of the Government. lUetween 1923-24, wdien this 
change was first introduced, and I925-2(), only 43 schools had 
adopted this improvement. 

Although the aversion of the average educated man to agri- 
cultural and other manual laliour has made education in general 
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less jjopular in rural communities, the attraction of English for 
many among them has not yet faded. The parents of certain 
advanced classes among them seem to be very strong in their 
demand that their children should acquire the rudiments at least 
of English. In order to satisfy this demand, English classes have 
been added in some cases t(' the piimary vernacular schools. 
There were 25 such class«vs in ir'!22-22. Some educationists of 
note are inclined to regaul this demand a^ essentially an unedu- 
catioiial one. They are justified to a good extent in holding this 
view in so far as our preseiil methods of scliool-teaching and our 
statf and timo-tabJe arraiigemrnts jnve but little justification for 
an addition to the aLeady ill-vliseharged responsibilities of the 
primary school. JUit there seems I'ttle to be said against the 
introduction of this innovation in those schools where arrange- 
uients can be made for the teaching of the subject by the direct 
method by means of competent teachers. A good many difficulties 
of our secondary schools wmuld disappear if the pupils were made 
to a(!quirc simple conversational English during those early years 
of life when the acquisition of a new language hy the direct 
method is particularly easy. 

We have already liad occasion to remark on the regrettable 
frequency of relajiscs into illiteracy on the j)art of those even 
who have formally completed the whole course of the lower pri- 
mary stage. The indilTerent character of our jnimary schoolr 
teaching is no doubt an important cause of this unrequited waste. 
Ilut a part of the explanation lies also in one of our social defects 
which must be taken seiious note of, if our jjrogress towards 
universal literacy is not to be foiled or surreptitiously umlerinined. 

The outstanding feature of our social environment in this 
respect is the absence of an atmosphere of literacy in the majority 
of Indian homes; or in other words the dense ignorance of the 
women-folk. Foreign critics of Indian life are apt to note and 
comment upon the deiTessod condition of the Indian women in 
several obvious respects. Put they never seem to obtain any 
F. 3 
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vivid or intimate realization of the dominating and almost exclu- 
sive influence which the adult women of the family exercise over 
internal affairs and particularly the upbringing of children and 
boys. This dominance is no doubt disintegrating before the 
breath of new ideals of domestic life; but for the majority of the 
young folk it still continues to be a living reality to be counted 
with but not to be actively resisted. And here it is that the main 
difficulty of the men-folk, however literate and able, to gauge 
jierhaps vaguely ihe bearing of a new economic and political 
situation lies. 

Primary education must continue to fail in its purpose so 
long as it does not enfold within its influence the women-folk 
along with the men-folk. A literate woman is a far better and 
surer guarantee of the education of the coming generation than 
a literate man. An illiterate woman on the contrary is in her 
own times very often tlie cause of the stagnation of not only the 
generation that is slowly growing up but of the generation which 
is in the prime of life as well. The utter backwardness of the 
education of girls which we have already noted is therefore an 
insidious danger which may well undermine and even nullify our 
best educational efforts. 

Another very real difhculty, although comparatively of minor 
importance, is the lack of facilities for village-people for continu- 
ing their contact with letters or enlarging their stock of informa- 
tion. Useful books suitable to the aptitudes and requirements of 
these people are coiispicuous by their almost complete absence in all 
the ffve main languages of the province. A meagre grant of about 
5,000 rupees has been made for some years to encourage the 
preparation of readers of an elementary type in subjects like 
agriculture, administration, domestic science, etc. This magni- 
ficent effort is known to official documents as the encouragement 
of vernacular literature. What literature there exists has not 
yet found its way to the villages. In 1925, there were in existence 
only 94 village-libraries for the whole province, the Central, 
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Northern and Sind Divis^ions being exceptionally fortunate in hav- 
ing out of them 13, 4, and 5 respectively. It is, however, very 
difficult to suggest un alternative plan which would he useful 
without involving disj)]‘oportionJito expenditure. A system of cir- 
culating libraries under the direction of peripatetic teachers of 
primary schools may perhaps meet the difficulty ; the establishment 
of certain continuatioii-educatiou classes under the village- 
teacher may aboHsh it altogether. 

Administrative Success of the Act. 

We may consider ik.w the administrative success of the Act 
of 1922. 

It may be mentioned here that an experiment in compulsion 
had already been initiated in this province by the District Muni- 
cipal Act of 1918. This Act had empowered the municipalities to 
adopt compulsory cdiuation within their jurisdictions and had 
laid on the Government a statutory obligation of contributing | 
of the total expenditure. Not more than five municipalities, how- 
ever, had taken advantage of the Act till 1922 and of these four 
had made coTux)ulsion applicable to girls as well as to boys. 

The record of the new Act is not in any way better. Till 
February, 1928, in other words, after the Act had been in oiDora- 
tion for more than five years, not more than five municipalities out 
of 150 and odd had approached Goveinment with schemes for com- 
pulsion. Among district local boards, only three have submitted 
schemes for compulsion and 13 more have made proposals for 
expansion on a voluntary basis. 

Out of these 13 projects for expansion, Government have 
approved of three, returned one for re-submission in the prescrib- 
ed form and have not yet arrived at any decision on a few others. 
As regards the schemes which they have considered and not dis- 
approved, they have been held in abeyance on grounds of financial 
stringency. It is important and relevant to call attention here 
to the fact that not less than 14 district boards have already 
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accepted increased burdens for this purpose by raising the local 
cess from one anna to two annas. 

In these and other (drcunisiunces to be narrated presently, it 
is not surprising if the local authorities have not shown too great 
an alacrity in assuming ihe resjronsibiliiies vested in them by 
the new x\ct. 1'ill so late as the end of 1927 four district boards 
in Guzerat and one in Sind were yet to take over the custody of 
primary education. 

Thus, it has come to pass that among all local bodies, three 
municipalities alone have introduced compulsion by February, 
1928. In all these cas(\s, com])ulsioii applies to boys only. No 
district local board has yet ventured to adopt this step.. Apart 
from all these, the llombay Municipality with its unique position 
in the province has also initiated compulsion ward by ward from 
1,925 onwai'ds — although not till after a legal contest with the 
Government. 

It is hardly necessary to add that Government have not yet 
exercised and for several years are not likely to (‘xercise iheir 
power under the new Act to compel an unwilling local authority 
to introduce compulsion within its jurisdiciion. 

There is another asj)ect of the present admiiiistrative and 
educational situation in this j.rovince which it would be mere folly 
to underrate or ignore. The (juulity of the men who are elected 
to our local bodies is distinctly very iiiferior and does not show 
any indications of imi)roving in the near future. Unfortunately, 
knavery of a most unscrui)ulous and unabashed type has also been 
sometimes added to this already great evil of inadequate abilities 
and competence. To examine the political and social causes which 
have led to an absence of capable men in these unobtrusive paths of 
social service w ould require a digression too long to be attempted 
here. lUit it must be clear oven to the most purblind eyes that 
Nasik, Sholapur and Dharwar local bodies have given us lurid 
pictures of degeneracy which call for determined and vigorous 
action if a} similar process is to be arrested or prevented elsewhere. 
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The sehool-l)oard;3 which arc the educational delegates of 
these bodies arc no excei)tion to these g‘eneral observations. In 
most cases, they lack expertness in education, and in some cases, 

lack of literacy and culturee hav militated ag'ainst sober and 
long'- visioned views as regards policies. The consequences have 

been of a most undesirable kind almost all over the 

])rovince. The most rec^ent example of break downs in this per- 
haps most vital pari of tne A ^t is furnished by the 

Nasik Hoard whose educational aenievements have been summaris- 
ed as follows : — 

It might be stated tha^ Moslem education has suffered 
severely, that vacations veie gi\en necording to the whims and 
fancies of teachers and the \iilage school boards, that promotions 
were made regardless oi system and ev m reason, and that little 
attention was paid to the supply of teachers. In a nutshell the 
report states lhat education is in the hands of a board which is 

totally unfitted to be cnti listed to such a charge.” 

It has now become obvious that the pace of decentralization 
and devolution has been too raj'id to evoke the required abilities 
and devotion to ])ublic interests in our local bodies. The work- 
ing of the Act now calls for urgent improvement in several direc- 
tions, and its text may even have to be amended in some parti- 
culars. The Government must once more make itself even more 
definitely and perhaps aggressively lespoiisible for the jieriodic 
ins])ection and continuous supervision of the working of all insti- 
tutions. It must also take definite precautions to ensure a cer- 
inm standard of efficiency in the teaching staff. Above all, it 
must make the widest and most determined use of its powers of 
nominating suitable experts or experienced persons to these bodies, 
whether from official or non-official life. It may not actively 
interfere in the administration of the school boards but it should 
be empowered to submit its owm reports to these bodies and to 
issue, if necessary, any warnings and admonitions. Short of devi- 
talizing the growth and development of a spirit of regionalism 
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or discouraging local enterprise and enthusiasm, the Government 
must be restored to all those j^owers which are necessary to ensure 
an economic and wise use of public funds. 

No educationist in this country Las denounced the defects of 
our state-controlled system in stronger language or more efiEective- 
ly than Mr. May hew in his book entitled ‘ The Kducation of 
India.’ It is pathetically true that the system has develo])ed 
little or no j)erHonality in the teacher and has for that reason been 
generally devoid of force or insj)iration. The Government depart- 
ments, accustomed to measure ]>rogiess by statistics and other 
' concrete evidences, have yoked him to educational codes, cur- 
ricula and examinations, conformity to tlie reejuirements of which 
is his only title to i)raise or promotion, (hi the other hand, his 
connection with the Government has invited on him, sometimes 
with justification, sometimes without any justification at all, 
coldness if not actual avoidance and suspicion from the 
])coplo at huge. In these circumstances, it is little wonder it 
the teacdier has acquired little faith in himself and consequently 
in his mission. 

This criticism, however just in itself, does less than justice to 
tlie achievements of the system. It overlooks the imi)ortant fact 
that conditions in India did not then |;ermit (and do not still 
permit) any alternative more promising than this system. The 
social institutions of the Hindus, who are the bulk of the popula- 
tion, have always run counter to the development of healthy demo- 
cratic ideals in education as in all otlier interests of life. Indeed, 
there is ample evidence to believe that even the foreign adminis- 
trators of this country almost fell victims in their earlier educa- 
tional efl*orts to this social environment. Their confident accep- 
tance of the ‘ filtration ' theory of education is perhaps the most 
conclusive proof on this j)oint. Taken by itself, there was nothing 
inherently unsound in the theory. But its actual practice took 
no account at all of the countless vertical and horizontal cleavages 
of the Hindu community and the significance of domestic life in 



EDUCATION AND EDUCATIONAL FINANCE IN BOMBAY 23 

its social and sx)iritnal outlook. For some time, there was even 
a tendency to move along* the lines of easiest achievement and to 
encourage education in the higher classes alone. It was rather 
late in their history thai British rulers discovered the unexpected- 
ly dangerous eonseciuences of their policy and then recognised 
their direct moral obligation for the educational upliftment of the 
masses. A^delibeiate adoption fiom the very first of any but a 
State-directed system of edr cation ’'ould have reinforced and 
made permanent som(‘ of the most dangerous features of this en- 
vironment and ])ostponed indefinitely the emergeiK*e of a truly 
social will and a social purpose 

The criticism is no doubt intended to apply with i)articular 
force to the institutions vhich impart secondary and higher edu- 
cation rather ihan those vvhieh are concerned with the lower bran- 
ches of it. But even as regards higher education, practical 
statesmanship and speculative philosophy have both so far ad- 
vanced as to recognise it as the true charge of the State. For, 
no young citizen can with justice or i)ropriety be left deprived of 
that training of will and feeling and of that appreciation of the 
values of life which are a necessary preliminary to a career of 
citizenship and social usefulness, and w^hich these institutions are 
designed to give. It is true that the State in India has some- 
times pursued or seemed to pursue ends and ideals which were 
alien to the rational will and as];iiations of the peo])le themselves. 
But this inevitable defe(*t of an equally inevitable political situa- 
tion should not blind us to the other achievements of the system. 
Besides, the establishment of genuine self-governing institutions 
in the provinces may be expected in the course of time to counter- 
act this source of national or class prejudice. After all, immiinity 
from such ignorance and prejudices is to be ultimately sought in 
the realm of ideas and devotion to the enrichment of the human 
j)er 8 onality and not in an imi)08sible divorce between the State — 
which embodies in itself a large part of the social environment — 
and education. 
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Educational Finance. 

Among the causes ot this geiienal failure, the in- 
ability of (Toveinmerii 1o find the necessary funds to 

meet their obligations under the Act is undoubtedly by far the 
most outstanding. The following table, which institutes a com- 
parison between the aetxial Government contribution to primary 
education and the annual provision which the Chanda varkar Oom- 
mittee^ expected the (ioveinment to make, brings out the magni- 
tude of this omission. 


Yfur. 

'^Potal 

expen- 

diture. 

Gonbribufcion 

i>y 

Govei nment- 

Actual 
provision for 
coimnittee’s 
programme. 

( 'orn mittee^s 
esbi mated 
t lovernmeiit 
share. 

Ditto 

for 

hoys. 

Ditto 

for 

girls. 



Buogkt Hkviski). 




1920-21 

... 

68 

.. 

... 


... 

1921-22 

149 

101 



... 


... 

1922-28 

157 

99 



... 


... 

1923-24 

m 

115 

16 10 

21 

18 

5 

1924-26 

160 

108 

4.6 5.2 

36 

86 

10 

1925-26 

I8l 

118 

10 6.7 

49 

52 

16 

1926-27 

•• 

124 

8.6 8.3 

60 

64 

20 

1927-28 


128 

9.6 (Bev. 

70 

74 

25 

1928-29 


1H2 

15 Budg(‘G 

78 

84 

29 

1929-30 




8> 

94 

30 

1930-31 




83 

93 

85 

1931-32 

... 

.. 

... 

80 

92 

86 

1932-33 


... 

... ... 

77 

91 

88 


6 It should be boriu; in njind that the Porninittce’s estiinateH of additional 

coat to Goveniiuent are based on tlic asaiiiiiption that eonipulaion la to be ajiplied 
to boys in all cases and to ^irls in city municipalities while 40 thousand girls 
are to he added to scliools in towns and one lakh in rural areas. The estimates 

iiicdude a provision for children who are outside the age-hmits as well. Resides, 

an annual provision of six lakhs for huildings and 70 thou.w.nd ior the training 
ol teachers is also postulated in the caleulations. The contribution of (rovern* 
ment to the local bodies is jnit at lialf the expenditure of municipalities and 

two-thirds that of the local hoards. 
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Another outstanding feature of these figures is the disparity 
between the allotments made and tlie actuiil expenditure. There 
is hardly a single year in which the expenditure absorbed to the 
full extent the funds assigned to primary education. In 1923-24 
and in 1925-20, th(? figures of expenditure are actually inflated 
because in each of the two years, seven lakhs were diverted from 
the purposes of expansion to an increase in the salaries of primary 
teachers. This deplorable situation is only partly due to the fact 
that schemes are sometimes sanctioned although they are not 
quite definite in all their material details and that sometimes they 
are not carried out according to the oi’ginal eypectations. Apart 
from this, the appearance of unspent grants in the accounts of a 
department which is always sadly short of funds reflects a state 
of afl'airs which may well cause genuine indignation to all interest- 
ed in the cause of education. The remissness of local authorities 
cannot be pleaded as a valid excuse so long as the A(!t reserves to 
the local (lovernmeni ample powers of interference and compul- 
sion. 

Allegations of attempts to evade the financial obligations of 
the Education Act have been very frecpiently made against the 
Government and have berm frciiueiitly refuted by an appeal to the 
letter rather than the spirit of the Act. It has been asserted that 
Government sought to curtail exi)enditure as much as possible after 
the passing of the Act of 1922 with a view to lighten its 
future burdens as regards the datum contributions. Such state- 
ments are, however, difficult to prove, and on close analysis may 
even seem to be contrary to facts. JVevertheless, some of the 
financial arrangements under the new Act seem rather anomalous. 
Under the old Act, for example, ti e district boards were required 
to spend on primary education four pies out of every anna levied as 
the Ipcal cess. The Government have, very strangely, claimed 
this expenditure as a part of their datum contributions, which 
have to that extent been reduced. Again the Government accept 
no financial obligations as regards the datum line on account of 
F. 4 



26 


S. K. MURANJAN 


those municipal, piimary and secondary schools which were once 
private but which have now passed over to the municipal autho- 
rities. As a matter of justice, the old Government grants to 
those schools ought to have been included in the datum lines 
to be fixed. Hut since the old grants were more than half the 
exj;eiiditure of tlu^se schools, (ioveriiment seem to have taken 
advantage of the letter of the Act to esca])e their legitimate bur- 
dens. These anomalies explain in part the lack of enthusiasm if 
not actual reluctance ol the local auihorities to assume the charge 
of their responsibilities. Another and a rather unrcnisonable heart- 
burning has been added by the refusal of the (jovernment to grant 
the share not of their actual ex])endiiure but the estimated ex- 
penditure. 

The voluntary system, it must have been clear by now, must 
always impose a heavy strain on the limited resources of this 
province. It is true that tljo average number of pupils has on the 
whole exceeded the minimum limit of thirty ])rescribed by the 
Education (Committee. It may even be that in municipal schools 
the numbers actually exceed what may be regarded as an edu- 
caiionally sound limit. The large numbers in the Government 
schools are justified only by the fact that these schools are used 
as j)ractising centres for the training of ieachers. The table 
below sets forth the relevant statistics on the subject. 


Numbkrs Per School 


General average 

1921-22 

62 

Govern- 

ment 

Difllrirt 

Hoard 

Municipal 

Aided. 

Unaided 

Per tea- 
cher 

1922-23 

64 

J50 

59 

151 

46 

45 

27-3 

1923-24 








1924-25 

65 

141 

59 

159 

47 

46 


1925-26 

66 

139 

59 

167 

48 

40 


1926-27 

71 






07 


The number of pupils per teacher, however, seems surprising- 
ly low when placed side by side with the average strength of 
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the different classes of schools. This fact appears still more 
extraordinary when it is remembered that about half of these 
schools have not go^ more than one teacher each. This seems to 
indicate a far greater variation of the strength of numbers from 
school to schofd than these schools actually reveal. If this in- 
ference is correct, ihen it is clear that the expenditure on some 
of these schools is rather difficult to be justified when looked at 
from the view-point of output. 

The table below sets fvirth the cost per pupil from year to 
year for each class of schools. 

Cost T'er Uem) 



Government 

District 

Board 

Municipal 

Aidert 

Unaided 

19ai-22 

36-9 

17 1 

2t>7 

134 

18*4 

1922-23 

... 

17-8 

27-6 

... 

... 

1923-24 

... 

18 T 

285 

... 


1924-25 

22 6 

17-7 

211 

16 8 

181 

1925-26 

22'4 

176 

27 0 

17*1 

191 

1926-27 

24*2 

17*8 

28*8 

164 

20'2 


The figures for municipal schools are no doubt comparatively 
very high. They appear sfill liigher when it is recalled that their 
average strengih is more than two and a half times as much as 
in the case of the distiiit boards. This fact is no doubt largely 
accounted for by the preponderance of the multiple-teacher schools 
among them. 

Taking all these schools together, it should be clear that the 
voluntary system has proved very expensive to the xiublic and is 
not now capable of any further useful extension. The conclusion 
will appear still clearer when it is remembered that the j)rogramme 
of the Chandavarkar Co^i^^^dttee was framed on the assumption that 
the initial cost jier pupil including charges of inspection would 
be 20 rupees only and would ultimately fall to 15 rupees when the 
programme reached its comjdetion. Besides, it should not be 
forgotten that the foregoing ngures are what they are, only 
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beca\i8e tlie quality and real aeliievement of primary education, has 
been consistently sacrificed to the false and spurious economy of 
the one-teacher school. This intolerable expensiveness of the 
voluntary system would appear still more glaring if the schools 
could be arranged for the purpose of comparing the per head costs 
on the basis of their number of pupils. 

A double-shift sysiem has been tried in several places as a 
means to ihe economy of staff and building at^commodation. The 
(experiment was in progress towards the end of 1927 in 93 aided 
])rimary schools and one Government and 11 aided secondary schcK)ls. 
Jhit it is now giuierally recognised that the experiment has failed 
totally — as, indeed, it deserved to fail. Some parents — belonging 
presumably to the high strata of society, — wish to have their child- 
ren away from liome as long as possible and also feel that they do 
not receive a(le(piai(‘ instruction. The teachers also are not generally 
e(|ual to the more intense effort required — and indeed clamour very 
naturally for additional remuneration. On the whole, the inferior 
teaching which ensues from this not very commendable spirit of 
economy makes the extension of this system altogether undesirable. 

A feature of our present expenditure on primary ediu’ation 
is the comparatively very high contributions from provincial funds 
towards the spread of litera(\v in the lowns. This distribution is 
palpably unfair since the larger part of the provincial revenues is 
subscribed by the agricultural country-side. The evil is all the 
greater because the towns are generally the strongholds of the 
higher literate (*astes. The rigidity and deep-seated prejudices 
of the castes act as a most eff(^ctive barrier against the filtration 
of the advantage* of literacy on to the rural community. 

In our present circumstances, it would be more statesmanlike 
to concentrate on selected districts in the })rovince instead of frit- 
tering away our limited funds in extending this futile and waste- 
ful kind of voluntary system. The colossal failure of it has al- 
ready been demonstrated all over India by the amazing fact that 
despite all our statistics of progress and growth of expenditure the 
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Census of 1921 records the melancholy fact that there has been 
no change in eft'ective literacy during the decade previous. The 
adoption of the moie rational plan proposed would no doubt excite 
some ill-informed and heedless jealousy in the districts left out. 
But this could be effectively counteracted if the first instalment of 
compulsory education were so arranged as to include one district at 
least from each of the four divisions. The other districts must 
for the present satisfy themselves vv'ith such resources as the 
(joveniment can place at their disposal after meeting its liabilities 
towards the selected districts. 

The following table shows the av^'rage annual fees per pupil, 
which are always high in (Government and Municipal schools and 
comijaratively very low in the aided and unaided schools. 



Rs. 

a. 

P- 

1921-22 

.. 0 

10 

9 

1922-23 

... 0 

10 

10 

1923-24 

... 0 

11 

0 

1924-25 

... 0 

10 

9 

1926-27 

... 0 

8 

9 


It w411 be noted that it is no part of our present educational 
policy to raise anything like a tangible revenue from primary 
school-fees. Less than 4 per cent of the total expenditure has 
been met out of fees. In (lovernmeiit and Local Board schools, 
it is an established principle that no child should be barred out 
because of inability to pay fees. The children of cess-payers are 
admitted at reduced rates — a concession which has been said to be 
widely abused in certain parts of the province, notably Guzerat. 
The number of municipalities which have made education free has 
increased from 33 in 1922-23 to 43 in 1924-25, and 49 in 1925-26 
(the total number of municipalities in the province being 156 in 
the first-mentioned year and 159 in the last-named). 

The housing of primary schools has created not a few diffi-r 
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cultiea. The figures adduced below prcvsent a picture of the posi- 
tion of the district boards on this point. 



1921-22 

1922-23 

1923 24 1924-26 

1925-26 

1926-27 

Own buildings 

... ‘29..5 

29.6 


29.4 

28 


Partly own & partly 

rented 4.2 

4.2 


4.2 

4.6 


Eented 

... 17.9 

18.0 


17.7 

14.5 

... 

Eent-free 

... 48.4 

48.1 


48.7 

52.9 



* 

* 



* 


New buildings 

21 

23 

20 

24 

16 

11 

Buildings under construction 36 

42 

24 

13 

17 

30 

Buildings extended 

... 23 

25 

10 

9 

7 

24 


The predominance of rent-free buildings like chawadies, 
temples, dharmasalas, etc., is clear. Tlie progress of primary 
education seems to (le])end more and more on this source tor 
housing. But it is not difficult to realise that the construction 
of new buildings on a considerable sc ale cannot be postponed in- 
definitely. Till 1925-2(1, the rules in this connection required the 
intervention of the Public Works Department and its cost used 
to work out at the amazingly large figure of 90-1 90 rupees. But 
apart from the efforts of the people themselves, it has been de- 
monstrated again and again that buildings of the required 
quality but on different plans could be erected at a per head cost 
not exceeding 40 to 50 rupees. The rules regarding reference to 
or sanction of the Public Works Department have been consider- 
ably relaxed in the case of structures which are estimated to cost 
Rs. 5,009 or Rs. 10,000. Apart from the refusal of the Govern- 
ment to subscribe its share of Rs. 40 per pupil, there is no reason 
w^hy the building of school-premises by the local boards should 
not proceed apace. 

Educational Services and Finance. 

By far the larger part of our expenditure on edu- 
cation is accounted for naturally by the salaries of 
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teachers. It is obvious that their number in the branch 
of i:>rimary education must always be very large. We have in- 
deed pointed out that this number is at present relatively very 
inadequate and that this inadequacy is jjroducing very disastrous 
consequences on the quality of instruction imparted. The follow- 
ing additional figures bearing* on this topic well deserve very 
close attention. 

PjfiBCENTAGE (BOYS’ PEBCENTAOE 
schools) ^ OP ONE- 
Total teacheis, g TKACHKE 

No. of schools (000s) Boys’ and Girls' *5 SCHOOLS. 

schools Trained ^ (District 

^ Board 
schools) 


1921-22 

... 12.62 


54 2 

45.8 


1922-23 

.. 12.40 

29/' 10 

70 b 

29.2 


1923-24 

... 12.55 


61 .1 

39-0 


1924-25 

.. 12.89 

30.651 

62.3 

37-7 

52 

1925-26 

... 13.44 

32,976 

60.2 

39-8 

49 

1926-27 


34,611 

59.1 

40.9 

55.9 


It will be noticed that there are about 25 teachers on the 
average to each school which may consist of from five to eight 
classes including the infant class. The number of teachers will thus 
require a material augmentation — to the ])oint of doubling, almost 
— befoie we can expec t a reasonable standard of efficiency in our 
primary school- teaching. Yet, in spite of this obvious fact, it 
is very surprising to find the inadeciuate number of teachers made 
into an argument for refusing to consider the claims of justice 
in regard to their salaries. 

Apart from their number, the proportion of trained and un- 
trained hands among them is another important factor determin- 
ing the size of the expenditure. According to the existing rules, 
at least half the number of teachers must be trained ones; as a 
matter of practice this proportion has always been exceeded, 
one wdio has any adequate and well-informed ideas on the res- 
ponsibilities of the teacher will for a moment think of this propoi- 
tion as anything else than the minimum one. Yet, there is much 
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ground to fear that in the onrush of an ignorant and an illiterate 
democracy, this aspect of the question will be ignored to a very 
dangerous extent. The attitude of the average member of our 
local bodies is not materially different from the attitude in regard 
to servants of certain families which Mar.-diall has described in 
this manner. “ The company in which the (children of some of 
our best families spend much of their time is less ennobling than 
that of our average cottage . . . Yet in these very houses, no ser- 
vant who is not very specially qualified, is allowed to take charge 
of a young retriever or a young horse.’’ From this view-point 
the efforts which are being made at present to reduce the propor- 
tion of trained teachers to the jirescribed minimum seem to us 
of veiy doubtful wisdom. 

The following table presents the relevant statistics regarding 
the scales of pay of primary teachers. 


Initial par 
1916-17 

Sathy e-Paranj py e. 

Sanctioned 

scale 

1921-22 

Revised Scale 23-24 
and Sanctioned-’ 25 

Unqualified 

. 9 

20 

20 

20 

Qualified 

. 9 

26-1/2-80 

25 

26-1/6-30 

1st year-trained 

12 

30-1/1-60 

30’ 

30-1/3-36-1/2-40 

2nd year-trained 

15 

36-11/1-65 

35-40’ 

35-1/2-46-1-60 

3rd year-trained 

20 \ 
25/ 

40-2/1-80 

40-60’ 

40-2/3-50-1-60 


It may be added here lhat by usage and tradition, the pri- 
mary school teachers may receive some additional emoluments 
from other (juarters. He sometimes acts as the branch-post- 
master and in that capacity receives from six to ten rupees. Some- 
times, he is responsible for the work of sanitation and birth regis- 
tration and receives for it one or two rupees more. Occasionally 
he is the secretary to the local co-operative society and draws as 
such five rupees. Hut obviously, these uncertain perquisites can- 
not with propriety or justice be taken into consideration in 
framing regular scales of pay. 


i Bxcluding selection grade. 7 Plus allowance to headmasters and first personal 
assistants based on attendance. 
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It will be noticed that so far as the initial salaries are concern- 
ed, the proposals of the Satliye-l^aranjpye scheme have been al- 
ready given efiect to. These initial salaries were accepted by the 
teachers also as a tardy but on the whole tolerable compromise. 

The rejection of the maxima proposed in that scheme has 
become, however, a cause of grave discontent among these most 
useful but unobtrusive class of publics servants. The immediate 
excuse for this stop seems ro hav^^ ucen furniidied by the conti- 
niious financial stiijigency of this p'rovince rather than any con- 
siderations of justice and statesmanshi]>i. Dr. Paranjpye, who 
was the joint author of this scheme ai\d also the first Education 
Minister of this I'rovincc, himself took the initiative in throwing 
overboard the pro]iosals in the (iovernment Press-note of 3rd 
December, 1U5^3. 

Strange to sav, the whede question was still under con- 
sideration in July last. During the interval, various 
scales have been examined and disposed of in the usual nmnner. 
Most of the scliools have in the meanwhile been transferred to the 
local authoriti(‘s so that any scales which may be evolved here- 
after, will apply to those tea( hei s only who were in (government 
service at the time of the transfer. Dut since, by the Act of lf)22, 
Government are empowered to fix maxima and minima for all 
teachers in the employment of the local authorities, the (luostion 
may well leceive some further attention here. 

It must be stated here at the outset that the scales of pay 
under consideration wore revised in the pre-reform days, time and 
again, in 1885, 1891, 1901 and again in 1919'. Put except in 1919, 
when it was raised to Rs. 75 on account no doubt of the pressure 
of war and post-w’^ar conditions, the maximum has strangely re- 
mained unrevised at Rs. GO. This omission appears rather extra- 
ordinary since it is a well-understood principle that tlie future 
prospects of a post contribute much more to the present standard 
of efficiency than the initial salary, however reasonable, which is 
attached to it. 
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It is true that mere literacy has ceased to receive that notice 
and that deference which were once its own during the greater 
part of the 19th century. This is another instance, although 
in a different form, of a happening which is very common in the 
industrial history of nations. Many kinds of labour have in the 
past been regarded as skilled when the supply of such labour was 
limited in quantity. But when the same skill has become in the 
course of time the possession of the many, it has quickly ceased 
to be regarded as such and sometimes has even been relegated 
to the rank of unskilled labour. It is natural that the same fate 
should have fallen to the lot of mere literacy and perhaps equally 
natural that the change ot attitude should have been extended to 
the impaiters of literacy as well. This appears to be the whole 
truth that is intended to be conveyed when attempts are made 
to defend low scales of pay by an appeal to the principles of 
demand and supply. 

But the analogy sought to be established between the lower 
grades of industrial labour which abound in the economic markets 
and the services of the teacher does not state more than a half- 
truth. And like many other half-truths, this particular one is 
more dangerous than an entire falsehood. It overlooks the im- 
portant principle that even more than academic qualifications, the 
possession of certain moral qualities is what makes an effective 
and real teacher. His ordinary work from, day to day is carried 
on for the most part under the watch and ward of his own con- 
science and from his interest in the rising generation. The fruit- 
fulness of what work he actually does depends in a large measure 
not on his intellect and acquirements but his moral personality — 
an element which rapidly increases in importance as we descend 
from the teaching of the grown-up to the teaching of the very 
young. How it is obvious that this conscientiousness and this per- 
sonality cannot germinate or develop in an atmosphere saturated 
with anxieties and discontent as regards the material prospects of 
life. This is not to deny that the exceptional teacher of genius 
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will always be available in the service of the noble cause of edu- 
cation, however unpromising the material prospects of life. But 
to make the exceptional teacher the basis of the policy for the 
rank and file of the huge educational army is to display a lack 
of grip and understanding of the practical problems of life which 
ought never to receive any countenance in really earnest and 
responsible minds. 

There is indeed already a tendency for the educational services 
to become a veritable cave of adullam for all those who have 
despaired of any achiev^^ment elsewhere and who are therefore in 
need of shelter from their distress. The best talents of the com- 
munity — so far as the higher educational services are concerned- 
are flowing continuously into the corresponding but relatively 
much better paid executive and other services. As the first Edu- 
cation Minister, I)r. Paranjpye said in a debate on the question: 

‘‘ I may point out that in some of the communities which 
find other openings you do not find men coming forward at all 
to accept posts in the Education Department — they would not 
even look at these posts in the Education Department because they 
feel that they can make more money in other walks of life.” 
(4th March, 1922 — Debate on the Salaries of Headmasters.) 

This is in a large measure the real explanation of the paradox 
that a substantial part of the best scholarship and academic per- 
formance in this country is to be found more often outside our 
universities and institutions than inside them. The creation of 
noble traditions and a more congenial atmosphere, the rise of a 
genuinely interested and appreciative public, the association of 
honorary responsibilities and administrative precedence, a radical 
transformation in the ends and methods of teaching, may remedy 
this lack of talents and intellectual barrenness to a good extent. 
But they are not likely to be adequate to cure the more permanent 
evil of the side-tracking of real talents and aptitudes. 

Ear more disastrous are the consequences of this sadly mis- 
applied parsimony upon the lower ranks of teachers. The posts 
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in the high schools and middle schools — ^particularly in those which 
are privately managed — are almost always regarded as convenient 
steppiiig-vstones or lucrative interludes to professions like law, 
business, etc. A large number of those who continue very 
unwillingly in the service are always tempted to regard 
it as the prime but by no means the only one means 
of livelihood. And wlien we descend down to the pri- 
mary teacheis this consciousness of the relative importance of 
the profession even is found submerged under the hard practical 
demands of physical existence. 

As was j)omted out by one well-informed Member of the 
Legislative Couneil — 

One teacher belonging to the barber caste rose to address 
the Conference (West Khandesh, lD^i3) and said that he repented 
that he boeame a teacher .... The speaker said that 
it he had stuck to his father’s profession he would have 
been very much Ixdter oh than he was as a teacher.’’ 

And again, 

They have taken to tailoiing, carpentry, ])rivate tuitions 
and so on, and in om^ instance which it is impossible I should 
forget, I met a primary teacher wlio at night ^YOT•ked in a fac tory 
in order to earn 12 annas.” 

Said Dr. raianj])ye, the first Education Minister: — 

I know a large number of teachers doing the work of cooks 
or servers at big feasts lo make a litile money by this means.” 
(17th March, 1924.) 

It is no doiiht a regrettable mentality which leads many a 
primary teacher to c*ompare very frecpiently his own lot with the 
undoubtedly better lot of the tahiit^s or clerks in the Collectors’ 
and Mamlatdars’ offices. It inay he admitted that the disposition 
which leads them to avail themselves of any and every supple- 
mentary occupation in this land of arbitrary status and capri- 
cious human values, falls grievously short of the best ideals of 
the profession. But after all is said in censure of their short- 
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comings, it should not be forgotten that they are very largely the 
human victims of circumstances not of their creation. 

Government obligations under the Primary Education Act 
have sometimes been pleaded as a justification of this policy of 
depressing the educational services. But this argument seems to 
us the outcome of a regrettable mentality which takes no account 
of the supreme end of the State which was epitomised by Plato 
as " justice.’ Heavy financial obligations may be cited as' a 
legitimate plea for increasing the tax-burdens of those who can 
'well afford to bear them Hut to adoi)t a surreptitious policy of 
making the educational s('rvices themr.elvt^s pay for education and 
to call upon the primary tca^ her . of all persons to contribute and 
contribute heavily towards these b'^^den * seems to us the very 
negation of justic^e if not the per])eti‘ation of a grievous atrocity. 

The problem is of the most urgent and vital importance not 
only for the immediate present but for the future as well. T^ed 
as they aie at present, the local authorities bid fair to put to 
shame the Government even in iheir zeal for parsimony. One 
and all, they seem to be seized with a most ill-informed and short- 
visioned hostility to the decent remuneration of the teacher which 
may well reduce primary education to a mockery. This zeal for 
economy has been arrested only in those places in which the 
primary teachers have' realised their political power an/d have 
organized themselves to force their views on the members of the 
local bodies. This is an important issue in regard to which the 
Government would be entirely justified in using their powers 
under the Act of 1922 to the utmost extent. 

The whole problem w^as w^cll descril>ed by a recent competent 
Committee appointed by the Prime Minister in England: 

** It is not merely an improvement in thel salaries that is need- 
ed, but a revolution in the attitude of the public towards them. 
Exceptional teachers will always join the profession for the love 
of the work it offers and the opi)ortunity it presents of fulfilling 
themselves. These must be a minority; invaluable it is true, but 
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not to be reckoned with as part of the normal supply. We have 
spoken of a revolution. . . The new basis for the calculation of 
salaries must be what the men and women of intelligence, edu- 
cation and vigour might gain in any other profession. There are 
no doubt compensations in the life of the teacher, e.g., longer 
holidays ; but there are counteracting disadvantages. Whilst the 
term lasts the work is peculiarly exacting. The salary-earning 
life is shorter. In no profession is it more important that the 
members should have reasonable opportunities of foreign travel 
and wherewithal to purchase books; but foreign travels and the 
purcluivSe of books impose a heavy tax on scanty incomes.’’ 

Attitude of the GounciL 

The local Council has on the whole interested itself 
continuously in the spread of education. It is difficult, 
however, to characterise this interest in general terms. 
The following observations may perhaps be thought by an impar- 
tial critic as not very far from the truth. They are based upon a 
careful perusal of the following debates which took place in the 
Council: The Pay of Primary School Teachers, 17th March, 1924; 
Education Gfrants, March, 1926; Education Grants, 3rd and 4th 
March, which debate assumed the form of an exhaustive inquest 
of the second Education Minister; the University Pill, July and 
August, 1927. 

Communal aspirations have the place of honour in almost all 
debates. The Muslim and the non-Brahman sections of the Coun- 
cil are gravely dissatisfied with the general backwardness of their 
communities and are insistingly clamouring for greater encourage- 
ment by direct measures like scholarships, etc., and for an ade- 
quate representation in the educational services. Their claims are 
admitted in general terms by the other sections of the Council 
but these admissions are apt to lack genuineness. Vested interests 
find a convenient shelter in appeals to ignore communal considera- 
tions in political and governmental policies, but mpre often than 
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not there is behind these appeals a lurking desire to perpetuate 
the status quo. 

Apart from these communal voices, the Council as a whole 
is apt to lay the greatest stress on the mere quantitative aspects 
of educiatiou. [With the exception of one member who is there 
only because Government have nominated him to speak for the 
depressed classes, it is dillicult to single out one member who has 
made it his concern to inqu re into the quality of education. The 
personal interest of a cultured member may occasionally raise a 
debate or the place of free-hard drawing in education. Patriotic 
considerations may lead some members to advocate measures like 
Elementary Military Drill (November, 19'25). But the higher alti- 
tudes of educational thought and even pnalence seem rather beyond 
the ken of our Councillors. A member of the second Council was 
no doubt epitomising the wisdom of his tribe when he roundly 
declared — “ I say that as far as primary education is concerned, 
the question of quality does not arise ; it is only a question of 
numbers,’^ 

It is little wonder if such an outlook should lead to the enun- 
ciation of extremely narrow principles in determining the con- 
crete details of policy. The debates on the salaries of primary 
teachers have been particularly illuminating on this point. Every 
member seems anxious not to lose his reputation as the watch-dog 
of economy and retrenchment. That low quality or ill-equipped 
schools may ultimately prove terribly expensive to the community 
would be a thought unworthy of the practically-minded representa- 
tives of our democracy. Buy education in the cheapest market 
but buy it in as large quantities as possible . . . so runs the con- 
stant exhortation of* our Councils to their Ministers. 

There is one accusation, however, from wdiich our democracy 
of the Legislative Council may well claim immunity. Every 
member declares himself always willing to vote for any additional 
expenditure or taxation which may be necessary for the spread 
of education. But no minister has yet proved himself so bold 
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as to embark on this Herculean labour. The Education Com- 
mittee, the Prohibition Committee, and even the Finance Depart- 
ment have indicated and foimed estimates of the available new 
sources of revenue. The tendency, however, is to throw the onus 
of even initiating* the required jjroposals upon the members of 
the Council themselves. The triennial ordeal of facing the rude 
democracy outside probably deters the councillors from pushing 
their enthusiasm indiscreetly too far. 

The actual achievements of the tlnee (Jouncils and the three 
Education Ministers till duly, 1927, compare as follows: 

New PttiMARv Scnooi.s 



Dr. Puranjpye 

M. B. Y. 
Jadhav 

D. B. U. 
1). Desai 

Hombay Division 

...1 

5 


Central ,, 

Northern ,, 

.... 28 

791 

7 

Southern , , 

... J3 

2Sb 

, . . 

Sind ,, 

... 74 

79 

10 

Grand Total 

... 115 

1,110 

23 



THE COTTON MILL INDUSTRY OF THE 
MADRAS PRESIDENCY 

BY 

JSi. G. Ranga, 

J^achn! fjapiAi\^ (-oU'ige, Madras, 

Peoj)lo who try to .loinonstrate the incliiwtri l progress of 
India always indicate* the so-calleel exceptional progress made in 
the cotton mill industry to jirove their thesis. Such people pay 
little attention to the relative i)rogre8S made by other countries. 
Hie table at the end shows that instead of making any such 
exceptional progress, the Indian cotton industry has, in fact, been 
lagging behind in its advance while other countries have beeUi 
witnessing greater progress. 

We see from it that in the first j^eriod Italy made the biggest 
progress and »Tapan followed her. China occupied the third place, 
and India comes last but one, the last one being Great llritain. 
In the second period China comes first, and Japan second, Trance 
third and U.S.A. fourth, while India comes sixth out of the eight 
countries taken. The spindles in India increased between 1920 — 
22, by ()i'3G per cent as against a corresponding increase of 
3 0*9 per cent in Japan and the corresponding figures for India and 
China between 1920 — 28 are 18*5 per cent and 07 per cent res- 
pectively. It is evident that the two chief competitors of India 
(Japan and China) have made phenomenal progress compared to 
which India’s jirogress is very insignificant. 

Though the spindles in Great Britain have not increased to 
the same extent, there is less danger, because Liincashire industry 
mostly deals in fine yarn and high counts when, to make a certain 
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amount of progress in cotton industry, fewer spindles are neeiled 
than would be necessary for producing yarn of lower counts. 
'*But no such exi)lanation can be given as regards India, ^nd 
though some progress has been made in the last decade in pro- 
ducing yarn of higher counts, it is quite probable that as much 
progress was made in Japan and China. China has been for a 
long time the chief foreign customer of Indian mills, and Indian 
twist and cloths have long found a ready market in that country. 
Now Japan is competing very serioiisfy with India in China and 
the ‘Chinese industry itself has been making great progress. Be- 
fore long India and* Japan have to search more profitable and 
responsive markets than China. It is mon^ depressing to find that 
India has been losing her ground in the Chinese market more 
rapidly than Japan. If the relative positions of these countries 
in their progress are to stand like this, the Japanese yarn will 
i’ome to occupy in the not distant future a prominent place if 
not in the Bombay market, at least in the Madras market, which 
is not sufficiently sui)plied by the local mill industry. 

Madras and Bombay Cotton Industries. 

A comparison of the relative progress of the cotton mill 
industry made in these two presidencies shows that (1) there are 
more mills established in the same period in the Bombay Pro- 
vince than in the Madras PrcvHidency; (2) there is considerably 
more capital invested both in the aggregate and per mill in the 
former than in the latter; (3) more capital has been coming into 
this industry in the Bombay Presidency . than in Madras. 

During the 50 years between 1870 and 1920 there were es- 
tablished 188 cotton mills in the Bombay Presidency as against 
22 in the Madras Presidency. There were started ten mills in 
1896, 15 in 1905, 9 in 1913, and 42 during 1919 and 1920 in the 
Bombay Presidency. During 1920 alone 23 mills were started 
in Bombay — a number which is more than that of all the mills 
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in the Madras Presidency. The Bbmbay cotton mill industry has 
taken full advantage of the foul- boom periods. 

The total paid-up capital of the Bombay mills was Rs. 255, 
489,067 in 1921 and that of the Madras cotton mill industry was only 
Rs. 22,006,495. The average paid-up capital of a Bombay mill 
was lls. 1,359,000 and that of a Madras mill was Rs. 1,100,000. 
Again the biggest mill in the Bombay Presidency has a paid-up 
capital of Rs. 49,000,000 as against Rs. 11,0(X>,000 of the corres- 
jjonding mill of Madras. While we have in Madras Presidency 
only five mills with a paid-up capital of a million and a little more, 
there are as many as 00 mills which have as much paid-up capital 
in the Bombay Presidency. There was invested as much as 
Rs. 5,110,000 every year in the Boml ay Province, while the 
corresponding figure for IVIadras is only Rs. 440,000. 


The Progress of the Madras Cotton Mil! Industry. 


The Name of the Mill. 

Who floated the Company, 

a> 

Madras Mills 

Bombay capitalists 

1873 

Ohoolai Mill 

... 

.»* 

Buckingham Mill of Perambore 

Partly Indian and English 

1876 

Carnatic Mill of Perambore ... 

If tt ••• 

1861 

Medum Seshanna Mill of Bcllary 

Local merchants 

1883 

Calicut Mill 

V »♦ ••• ••• 

1883 

Tinnevelly Mill of Ambasamu- 
dram. 

English capitalists 

1884 

The Coimbatore Mill 


1888 

Tuticorin Mill 


1889 

Madura Mill 


1892 

South India Industrials 

Indian merchants ... 

1894 

Kaleeswarar Mill ... 


1906 

Coimbatore Mall Mill 

'** 

1908 

Lakshmi Mill 


1910 
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The Name of the Mill. 

Who floated the Company. 

When 

stiarted. 

Madura Sourashtra Sriram Mill 

Indian Merchants 

1920 

Calicut Hosiery Mill 

i> '•* 

1921 

Salem Industrials ... 

••• ••• 

1921 

Kantimati Mill 

5^ ••• 

1922 

Sri Ranga Vilas Mill 

M ••• ••• 

1922 

Nalathinputhur Mill 

11 11 • * ' • 1 

1922 

Bezwada Mill 

11 J1 •* 

1922 

Hadbakrishna Mill of Coimba- 
tore, 

,1 

1923 


The two inilLs in rerainbore were tun a !»• a in a ted and were 
registered as l^uckingbani and Carnatic Mill Company in 1920. 
The IjJellary Mill failed long ago. The Salem and Calicut Mills 
and a few others are only hosiery mills. 

Thus in 50 years there were only 22 cotton mills started, or 
about one mill for oveiy two years. 


No. ol 
1881 

1891 

1901 

! 

1907 

1908-09 

1909-10 

1917-18 

1918-19 

1919-20 

Mills 3 

i 

8 

11 

11 

11 

12 

13 

13 

16 

Looms [l 

665 

1,736 

1,748 

1962 

2,023 

2,676 

2,716 

2,727 

Spindles 

—48,000 

173,000 

28S,0iiU 

308,000 

319,000 

339,500 

1 

404,928 

404,612 

423,232 

Hands 
employ- 
ed -1,400 

6,900 

1 

12,600 

16,740 

j 18,030 

1 

18,860 

22,859 

23,388 

24,116 


There is a recovery again between 1910 and 1920. 


The total yarn consumed in the presidency in 1920-21 was 
06,401,000 lbs., and two-thirds of this was manufactured in the 
presidency ; while one-third was imported. But out of these 
imports, one-fourth was from foreign countries, while the rest 


J Madras Census Iteport, 1021, p. 105, 
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was imported from other parts of India. It is very difficult indeed 
to estimate how much of this cotton yarn brought from other 
I)arts was imported into that part of the country from foreign 
countries. But ihere is no doubt that a portion of it was of 
foreign origin. 

The tarly histoiy of Japanese cotton industry, as fair as 
spinning is coiiccined, shows an entirely difterent record. A 
foreign writer, writing on Japan, observed that ‘‘ the Japanese 
were declared to bt» ithout organising caiiacity, incapable^ of 
sustained energy, and generally nniitted for factory work.^’*^ 
Nevertheless the progiess of this iiidustry has been really mar- 
velloiis. The feudal chief of Satuma started a mill with 5,000 
vSpindles in 18(>2. During the tw( folL>wing decades there were 
only one or two factories established for spinning cotton yarns ; 
but between the years 1881 and 1885 however, the period during 
which ])rivate enterprises in Japan finally started upon a careiT 
of inde])endent activity, no less than twenty-one cotton spinning 
factories with (>2,000 spindles began operations. 

By 1900, i.e., in a period of 38 years, the number of mills 
had iiHTeased to 79 with a total paid-up caihtal of 30, 000,000 Yen, 
and the number of siiindles also increased to 1,088,000 with an 
output of 201,000,000 Kin. A Japanese writer wrote in 1904 that 
“ considerably over of the product remain in the country and 
the importations of foreign yarns have thus been (‘becked. Thus 
we see that the Japanese had in 1900 more than 2A times as many 
sj)indles as Madras Bresideiicy has to-day after a history of half 
a century. 

Causes for this slow progress. 

Sir A. Chatterton wrote in the Onsus Rej)ori of 1911: “ The 
conditions in Madras are pnffiably less favourable than in any 


2 Quoted in the ‘ Foreign Commerce of Japan.’ 

3 ‘ Foreign Commerce of Japan.’ 
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other part of India, for the creation of an industrial system on 
modern lines. Not only are its natural resources limited to agri- 
cultural products, but also there is no concentration either of in- 
dustry or population in local centres which would create favour- 
able conditions for the disposal of local manufacture. The most 
important deficiency is coal, of which only a few tons have been 
mined in the Godavari District, elsew^hcre none has been disi- 
covercd. Most of the coal consumed in the presidency comes 
from Bengal either by rail or sea. The Singareni Coalfields are 
much more favourably situated to this presidency, but most of 
the coal mined there is exported to Hyderabad and further towards 
the west.”^ For mills situated near Bezwada, it is evidently more 
profitable to import this coal than the Bengal coal. It is for this 
reason in particular that the new mill at Seethanagaram, Bezwada, 
is established. But it should be admitted that coal of any kind 
is expensive ; and internal combustion engines whether using oil 
or gas, though more economical and coming more into general 
use in this presidency, arc not suitable for cotton mills wdiich 
need very large units of power. The only fuel resources the 
presidency can supply are in the form of wood and it is anticipat- 
ed by experts on the subject that the Madras Presidency forests 
can probably be made to yield about ten times as much fuel as 
they now do. And gas can be produced from this w’ood and 
with the gas so generated, big plants can more easily be run. 

As Ohatterton® very little use is made of water-power. 

Fxcept for the two cotton mills at Ambasamudram Falls in the 
Tinnevelly District, no important attempt has been made to con- 
struct cotton mills by the water falls in the presidency. Anyhow, 
till now power of any kind is dearly bought and fuel is very 
scarce in the presidency and the slackness in the progress of the 
mill industry of the presidency is more than a little due to this 


41 Madras Census Report, pp. 197, 217. 
5 Ibid., pp. 197—217. 
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jyreat drawback. On the other hand, coal is abundant and cheap 
in Japan. 

It is also larj^ely true to say that there is no adequate concen- 
tration either of industry or population in local centres. For 
the whole of the Ceded Districts and the Northern Circars we 
have only two mills, one in Pandalapaka in the Godavari District^ 
and another at Seethana^aram, near Bezwada,^ the former being 
more than 75 miles away Trom the Httei. In the whole of the 
Tinnevelly Distiict, which produces the best cotton of the Madras 
Presidem y, there are only three Tuills and even these are not 
in one place but scaiiered in thrr'e places — ^Tuticorin, Koilpatti 
and Ambasamudram. I^heie are only t^'o mills in the South 
(!anara and North Afalabar but both tuem — one hosiery mill and 
tlie other the Malabai Spinning and Wea/ing Company — are situat- 
<»d in Calicut. 

On the other Ii.ind, there are three mills in Madras, the 
liuckingham Mill, the Carnatic Mill, and the Ohoolai Mill belong- 
ing to the Mohidean Piebai Sail) Co., and they all help to create 
some sort of a market, both for labour and for yarn and cloth. 
So also* is the Coimbatore market, where we have the Coimbatore 
Spinning and Weaving Co., Mall Mills Co., Kaleeswarar Mills, 
Sri Kanga Vilas (jinning and Spinning and Weaving Mills and 
Kadhakrishna Spinning and Weaving Mill. As Coimbatore is a 
small city and as its industries, other than that of cotton, are of 
negligible importance, the five cotton mills hold a very important 
place in the city, and we can say that there is made a veritable 
cotton yarn and cloth market with all the special advantages that 
result from it. Then, comes the ancient city of Madura, where 
we have the biggest spinning mill in the presidency, i.e., Harvey 
Mills, in addition to tlie two Indian mills. Madura is well-known for 
its great weaving and dyeing industries, and the local hand-loom 


a This has been converted a year ago into a hosiery mill. 
7 This went into temporary liquidation in March, 1929. 
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weaving indiintry itself consumes most of the yarn manufactured 
in these mills. The Harvey Spinning and Weaving Mill, and 
the Ihuulya and Sourastra Mills are able to create with the help of 
the local dyeing and hand-loom weaving, an industrial atmosphere, 
with its accompanying blessings of internal and external economies. 
Thus, though we have three fairly well-organised centres — 
Madras, Coimbatore, and Madura, — we cannot, as yet, claim to 
possess an industrial centre, to rival either Ahmedabad or Shola- 
j;ur, not to S2ieak of Bombay. 

Slowly the concentration of a few mills in the above centres 
is producing its salutary effects. Tt was due to the enormous 
profits made by the Carnatic and lUu^kingham Mills that the 
jmmioters of the Madras Hnited Bjdnning and Weaving Mill 
Company ])lanned their ‘ AVillingdon Mill ’ — a project which has 
not yet materialised. The prosperity of the Madura Mill created 
favourable conditions for industrialists to float the Sri lliun Mills 
Com2)any, and for the nlanagers of tlie Madura Mill to add a 
weaving de})artment. The high dividends realised by the three 
Coimbatore mills created exce])tional confidence among the public 
in the profitable character of cotton mills, and this chance was 
cleverly and oi)i)ortunely utilised by the Kamma capitalists of the 
neighbourhood, who started the two Bellemedu mills. 

Sir Alfred Chatterton wrote in Iffll that ‘‘ there can bo a 
vigorous and healthy 'industrial life when it is carried on by the 
]HH)]de themselves, that is, they must supidy the cai)ital, take 
risks, enjoy the profits, bear the losses, and above all undertake 
the management and control of the many branches into which it 
is divided.”^ But unfortunately most of the early experiments 
made in the Madras Presidency were conducted by foreigners, and 
the experience they gained was not fully available to the Indians. 

The Buckingham and Carnatic Mills have been managed by 
Messrs. Binny & Co. The Madura Mill and Tinnevelly Mill and 

6 Industrial Evolution of India by Chatterton, Sir Alfred, pp. 6-7. 
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the Coral Mill of, Tuticorin are all managed by Messrs. A. & F. 
Harvey. The Coimbatore Mall Mill was originally managed by 
Indians, but they failed to run it properly and so this and the 
Coimbatore Spinning and Weaving Mill came to be managed by 
Messrs. Staiies & Co. All these companies are in the hands of 
the Europeans; all the old and important mills were with one ex- 
ception started and run by Earopeans ; mostly with European 
capital, skill, and entc'rj risc. All the Indian mills were establish- 
ed after Indians learnt something aboui the profits to be made, 
the way to organist' the mills ard the kind of uiachines to use. 
It should also be admitted that the Indian millowners were able 
to get most of theii' first i,*anageiS from the Indian or English 
staffs of the European-managed mills and they were able to leam 
what wages to pay to different grades of labour. Till 190(3, i).e., 
ior nearly 30 years after the first mill was established in the 
presidency, Indian enterprise did not venture into this industry. 
Bfut in the last 19 years as many as 11 mills w^ere established as 
against one European-managed mill. These figures show clearly 
how badly the public was handicapped by lack of experience in 
industrial j^ursuits and how it has gradually learnt from the 
European-managed mills. While Euro|)eans started only 7 mills 
in 30 years, Indians established 11 mills in 19 years, though the 
European-managed mills have the greater number of spindles. 
The wages paid to Indian labour were very low', and the hours 
of work longer until 19CI, as w^as the case in Japan, and there 
has not been since then much improvement in this respect. The 
Factory Act of 1922 reduces the maximum hours of working to 
11 in any one day, and 00 in any w'eek. Just as the Japanese 
industry was handicapped by the scarcity of skilled labour, so 
also, the Madras industry is greatly at a disadvantage in this 
respect. Though Indian workers cannot compete successfuUy 
with Japanese workers in ^ deftness and delicacy ^ of touch, they 
can soon pick up their work, and so for ordinary skilled work it 
is only a matter of a few weeks to train up artisans. 


F. 7 
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The scarcity of managers with good training and the quick- 
ness of perception and ability to organise and lead people is 'a 
great drawback for the Madras cotton industry. It is only raw 
people who never had much experience of running mills, that 
venture into these mills, and invariably they turn out to be bad 
businessmen. They seek the easiest way of throwing all the 
responsibility upon others, hoping meanwhile to make decent profit 
through the commission they get either on production or on sales. 
They appoint managers, who are acquainted with the technique 
of the machinery used, and the organisation of labour, but because 
they do not understand the mechanism of organising and running 
a mill, they never allow these managers any discretion, but inter- 
fere in everything, and the whole thing ends in a mess. Many 
mills failed because of ihis defect, and no wonder many people 
distrust joint-stock companies. Such defects are responsible for 
the first failures, such as the Sri Chidambara Vinayakar Mill of 
Koilpatti. 

Caste is largely responsible for the lack of enterprise among 
the people in the South. The Vanians and Vellalans in the South 
and Vaisyas in the North monopolised the retail trade of the 
country for a long time past, and the ryots were left without any 
idea of business. The Vaisyas are a peculiar sort of people; their 
chief maxim in business is that it does not pay to be honest. 
Many a time a Vaisya has deceived his fellow- Vaisya or a Kamma 
or Beddi who was associated with him in commission business of 
the chief markets of the Circars. So Vaisyas cannot win the con 
fidenc^e of the public. Nowadays there is a tendency among the 
richer ryots to risk their money in many enterprises such as rice 
mills, ginneries, and tile factories. Kammas, the wealthiest com- 
munity in the Guntur, Krishna, Godavari and Coimbatore dis- 
tricts, are venturing into all kinds of businesses. Some of them 
have begun to take an interest in the cotton mill industry, and 
there are already four mills in their hands. Another tendency is 
for the Nattukottai Chetties, who are the richest and most enter- 
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prising merchants of the South, to take an interest in this indus- 
try. The Kaleeswarar Mill is managed by one of them. Never- 
theless the fact that the Vaisyas and Vanians, the hereditary 
business castes, have not taken any interest in this industry, has 
militated against its progress. 

The capital invested in evei-y one of ^lie European-raanage^l 
mills is greater than that of an Indian mill, and consequently al- 
most every European-managed miU I^as more spindles than any 
Indian mill. Hence Europeans started only 7 mills in 30 years, 
while Indians established 11 mills in IP ye,vi ■?, although the 
European mills had more sj);ndlos t^nin the Indian mills. Most 
of the Indian mills have a paid-up capital of about Rs. 000,000, 
while most of the European mills have R;?. 1,200,000 each. 
None of the Indian mills has more thj.c 50,000 spindles working, 
while most of the European mills have more than 50,000 spindles. 
One mill at Madura, ihe biggest in the presidency, has as many 
as 245,492 spindles. 

It cannot be said that because the prospective dividends from 
this industry are very small, while the rate of interest on country 
loans has been as much as 12 per cent, that Indians have lieen un- 
willing to invest their capital in mills. For in the last seven 
years from 1918 to 1924, the average dividends realised by Buc- 
kingham and Carnatic Mills, Coimbatore Mill, Mall Mill, Madura 
Mill and Tinnevelly Mill are 10', 30, 15, 45 and 56 per cent res- 
pectively. The dividends realised by the most successful Indian 
mill, i.e., the Kaleeswarar Mill of Coimbatore, in the last four 
years, are very much more encouraging; the figures being 1921, 
60 per cent; 1922, 50 per cent; 1923, 40 per cent and 1924, 30 per 
cent, or an average dividend of 45 per cent a year. 

The much-discussed habit of ‘ hoarding ’ is really overesti- 
mated, because there are very few parts which have not come 
under the influence of new methods of investment — such as land, 
financing the standing crop and moving the crops, the ginning and 
pressing factories, rice and groundnut factories, tile factories 
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and dealing in clotli. The main direct cause for the practice of 
hoarding was the fear of the bands of plunderers before the British 
llaj became established, and that has been eliminated by this time 
through the well-organised system of police throughout the 
country. Also the rate of interest on all remunerative debts given 
to ryots has been 12 per cent, which is a sufficient inducement to 
dig up the little, if any, hoarded money. 

But there is another kind of investment, which is akin to 
hoarding in its non-interest-bearing quality, i.e., investment in 
jewellery. That there is an immense amount of money invested 
in jewels, no one will deny. But, we shall have to note that the 
general tendency among th,e middle-class people is to rei)lace 
heavy and more costly jewels by less costly but more delicate and 
artistic ornaments; and thus the expenditure on their jewels is 
fast coming down. On the other hand, there have been additions 
to the jewel-wearing public, since the increasing economic pros- 
perity has enabled more and more people to earn and wear some 
jewels. So the increased expenditure, due to these new people, 
may be sufficient to offset the lessened expenditure upon jewels 
by the more fashionable classes. It is probable that there is no 
increase in the expenditure upon jewels from year to year, and 
that the same amount of precious metals, that are in use in the 
form of jewels, is used in different forms from year to year. In 
any case, the additional expenditure upon jewels from year to 
year forms but a negligible part of the annual national surplus 
income which is in search of investment. 

A greater obstacle to enterprise than these is the fact that 
an Indian, who has money, has learnt from bitter experience not 
to trust his money with others. The failure of the famous 
Arbuthnot Co. is a classic disaster in the presidency. Most of the 
joint-stock (‘ompanies, registered just after the war, in the great 
boom of 1919 and 1920, ended in failure. Out of the 15 new enter- 
prises in the Telugu country, 14 failed. The Guntur Cotton, Jute 
gnd Paper Mills Co. ended in a scandal, and the people believe 
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even to this day that some lucky people made much money out 
of it. The Guntur Andhra Karmagaram has also failed to work 
well and one of its engineers was convicted for misappropriation. 

The Carnatic Paper Mills Co. of Rajamundry has just emerg- 
ed out of a scandal and the .new Weaving Mill at Bezwada 
has gone into temporary li(j[uidation. Whether real mischief 
has been played or not, once when there is a trouble with 
such a comj)any, i)eoi)le refuse to believe that those interested 
in floating them are honcvst. Thus thr Madras public have lost 
what little confidence they had in co-operative efforts in business, 
and they all favour individual efforts in business in preference to 
joint-stock companies. Progress in the number of mills, and 
spindles worked, needs the first requisiie, i.e., the existence of 
an instinct for co-operative working, wnicli at present is but 
slightly developed. 

Lastly, investnumts in land are in great favour with all classes 
of people. From the Patichama who can only invest his labour, 
to the rich ryot who does a lot of rural, banking, every one is 
passionately anxious to invest his capital or savings in land. A 
man who has land worth a lakh of rupees is much more respected 
than a man who has ten lakhs of rupees invested in industries, and 
so most of the new capital lhat is annually coming into the 
market is finding its way into investments in land. Such avenues 
of investment as the Mopad iiroject in which alone Rs. 10 lakhs 
were invested, the Mettur project, the Divi project and the 
Bheemavaram project are all being financed by the people. Large 
sums of money are being invested in bringing waste and marshy 
lands under cultivation, occupying the Nizamis lands and culti- 
vating them, clearing fores! land, pumping water from drains into 
lands which are thus converted into paddy-fields, and planting casu- 
arina and groundnut on sandy tracts hitherto considered waste. The 
returns from such investments are expected to be as much as 20 
per cent, if not higher; and this is the only sort of investment 
aThout which every ryot is well informed. Though foreigners like 
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to believe that Indians are more sociable beings than many other 
nationalities, they are, I am afraid, most individualistic as far as 
business is concerned. They dislike to do business in co-operation 
with others and frequently the co-operative efforts in business 
end in failures because the standard of business morality is very 
low, and business-people are very short-sighted. The watchword, 
therefore, in Indian business is to distrust everybody. Invest- 
ments in land are more in their line, because they can individually 
invest in land, cultivate it and reap the profits or losses by them- 
selves, without having any interference from anybody. They all 
possess the skill to cultivate, the ability to market the produce and 
the knowledge about the character of the seasons, and they are in- 
variably good organisers of their farms. Hence only a small part 
of their annual savings seek investment in industrial enterprises. 

Although it is true that many Brahmin Vakils of the diff’erent 
towns in this presidency manage to invest almost all their 
savings in land, there are still large numbers of urban middle- 
class people who are unable to find proper avenues for investing 
their savings safely and remuneratively. Still more is it true in the 
case of the professional classes and the other sections of the 
middle-classes of such cities as Madras, Madura, Cocanada. Prof. 
T. K. Dorasanii Aiyar says: “Members of the upper middle- 
classes and the richer classes find themselves in possession of spare 
funds which they find rather difficult to invest profitably. Agri- 
cultural land does not off'er sufficient attraction, especially since 
many of them are town-dwellers and consequently are not in a 
position to profit from agricultural investment which will pay only 
under personal supervision. Houses, except in big towns and cities, 
are not an income-yielding property and consequently are not an 
attractive object of investment. Private money-lending is attend- 
ed with considerable risk. Government Loans and Post Office Clash 
Certificates are first class security but the return realised from 
them is not sufficiently attractive to most people.”^ 


9 New Era, November, 1928. 
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Table showing the increase of spindles in the most important countries of 

the world. 


Country. 

1910 

1914 

1920 

1929 

AugllBt 

1923 

India 

4,945,000 

6,600,000 

6,689,680 

6,714,000 

7,927,938 

Cl reat Britain 

46,5000,000 

56,300,000 

58,692,410 

... 

... 

II.S.A. 

19,474,000 

82,107,000 

36,872,000 

... 

... 

Japan 

1,274,000 

2,750,000 

H.89C,090 

3,804,000 

... 

(^hiiia 

660,000 

1,000,000 

1 600,000 


2,671,960 

i^^ranco 

5,600,000 

7,110,000 ] 

9,400,000 

1 


... 

Ofrracny 

8,000,000 

1 l,I>(*0,*)0o 

1 9 400,000 

■■ 

... 

Italy 

1.940,000 

4,620,000 

1 4,614,800 

1 

i 

i 




ECONOMIC SURVEY OF MIRANPUR BASAHI 
VILLAGE, BENARES DISTRICT 


BY 

B. S. Agarwala, 

Lecturer in Economics, Agra College] Agra. 

INTRODFOTOllY 

Miranpur Hasahi, a villa^yp in ilie neig’hbourhood 
of Benares City lying* at a distance of about four miles 
from it, is divided into two blocks by a road passing 
north and south from Sindhora to Benares City. The 
village is attached to Benares tahsil for the i)urpose of 
collecting revenues, and forms a part of the Shiupur 
parganu with its police station at Orderly Baaiar, near 
the courts. It is situated at a distance of about 2| 
miles to the north-west of the Benares Cantonment 
Station on the K.I. Railway. 

The village is an ordinary type of its kind and can 
hardly claim to lead the life of self-sufHciency of the 
by-gone days, although the disintegrating forces have 
not had their full play as yet. It is iK^coming dependent 
more and more for its life-blood upon the neighbouring 
city, where most of the male members, including boys 
of eight to ten, go to work in mills and factories. 

Boundary The village* is surrounded on all sides by the culti- 

vated areas of the neighbouring villages. On its 
northern side is located the village Lalpur, on its eastern 
side Anaiila and Takhtakpur, and on the southern and 
western sides lie the villages of Sarsauri, Narainpur, 
Lachimanpur and Nawalpur in order. 

QqII The village is no wise connected with any river, 

forest or hill. The soil of Basahi, as judged by its 
productiveness, is wonderfully fertile and presents little 
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variety. The surface of the village iajflat, the idil 
is generally alluvial in characteif. 0f the total d^ilti- 
vahle area 18346 acrews^ 57.12 acres ha'^e ^o^mck or , 
daep ^alluvial soil; 3^-42 acres .li^ve hahmatti or soil in 
the neighbourhood oi tanks fit for ridfe dttltivlition ; .aUd 
the soil of the remaining 5^91 acres is light ^nd sandy 
in character, and certain spots gi’e porous a«id dry. 

Basahi village can be divided *nto» thre^ distinct thrive 
groups. The tillage is >iot a cmjjfpact VWo Wing 
all the houses ccnticd at one place/ but it^ inlviHtants 
are divided into three purviiit. The nrst division which 
lies on the western side ot fhe load is known as Ahirtoli, ^ 
the place where the GwoLs live. The second purvi. ly* 
ing oh the eastern side of the road is ki»o'vn aa Kmihian, 
where Kuimis predominate. This division is very thick- 
!y j.opulated and tne houses are built very close to- 
gelhei. On the tar castein'side of the road lies Hm 
Clunnnrfoh , the third division inhabited by the 
Chaniar^ e:sclusively, vho lead a dirty life. 

The number of houses including straw huts and Number of 
ch(tupar,Sf but excluding thatched aUirien from where the 
farmers watch their fields and teinpoiary huts in the 
fields, is about 107. Besides these there are one serai 
and two small park gardens bounded by earthen walls. 

these, G8 houses are occupied by the Kunbis, ID 
the Gwakf., 14 by the Ohapigys, and the remaining 15 
by the Kaisthas, Gadarias, 'Konias, Brahmans, Kshattri-. 
yas, Lohars, Teiis, Nais^ ^‘tc., each sect having one to 
four houses for itself. 

^ t 

Th«re ia a remarka^a c»ntia«t betwee*. repjd- rpjjpi, 
aantatbre bouses of tke E,un9ais alid Cbaiuara of 

the vilUige. » ISlIie'bouaie W the Alijr# are leas' deopia.ted 
aud'dmpl^ in ’style: tileh* ,t«iPaw hiu!‘ bataboo are the 
'chief oihtei^la ior roofing, and tbe wsik arb made oi 
'soft * soli. Some houSea of bajeks have been reeently 
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built, and in front of them beautiful though crude figures 
have been painted. The houses of Ivunbis are smaller 
than those of Ahirs — suitable houses for pigmies to 
dwell in. These are very closely packed together.. ^ The 
Ohamars being the depressed class of the Hindu society 
have poor and odd-looking huts to shelter them, and 
they seem to be contented with their lot. In all these 
houses the provision for ventilation is very defective, 
and they are so closely built that it is difficult to dis- 
tinguish them from one another. Apparently there is 
no unsatisfied demand for housing, as many of the 
.houses lie vacant, two Telis having recently left the 
village. There is some demand for lionsing accommoda- 
tion in the Kunhian division, where the houses and huts 
are so thickly clustered together for want of space. 

The total population of the village, as estimated 
of*pc)pu'la-^" by actual enquiry, is about 029 persona — ai figure slightly 
higher than the Census figure of 1921. Of this total, 
290 are Kunbis, 80 are Chamars, 61 Ahirs, and others 
191. Their percentage is as under : — 


Population Percentage 


1. 

Kunbis 

. . .1 

.. 29(1 

40% 

o 

Chamars 


.. 80 

13% 

3. 

Ahirs 

.... 

.. 01 

11% 

4. 

Others 

• 

... 191 

30% 



Total 

.. 022 

100% 


Qlyil The civil conditions of the village are fairly normal, 

conditions village women do not observe pvrchrh, and the 

custom of widow marriage is prevalent in the village, 
specially among the low-caste people. There are a few 
people who are left unmarried, for marriage is deemed 
to be a necessity in India. The number of widows m 
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limited; only those remain widows who lose their hus- 
bands at an old age. The percentage of married men 
and women is fairly high, the reason being that child 
marriage is not discouraged. The average ago of 
marriage is a little over eleven years, but cases are not 
wanting where the Kurmis of the village marry their 
children even at the age of two to four years. The 
Brahmans and the Kshattri^as generally marry their 
girls when they have attained puberty. The question 
of large dowries among these people is positively harm-' 
fill, and needs to be discouraged. The following hgures 
are suggestive. They show the distribution of the 
village population according to sex and civil conditions. 


DTSTitimiTTON Arcoiii)iNi.i TO Sbx and Civil conditions- 




Male. 

Female. 

Total. 

1. 

Married 

.... 214 

221 

436 

2. 

Unmarried 

... 121 

73 

194 


Total . ... 336 294 629 


AGllICULTTTRE 

Like all other villages of India, Basahi is an agri- Area 
cultural village. It comprises an area of 219' acres or near- 
ly 351 bighas and .9 biswas. Of this total, 183 acres, or 
^nearly 83 per cent, constitute cultivable area under diff- 
erent farmers. The remaining 17 per cent is under com- 
mon waste, and under dhadi and tdlahs. Figures showing 
the distribution of land are as follows; — 
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How used. 

Area. 

Peroen- 

tage. 

Remarks. 



Acres 




i. 

Under cultivation 

183*46 ! 

83*46 

About 20 acres were 

left 




as fallow land. 


2. 

Under the 

13*37 

6 0 

... 


3. 

Under common waste 

12*33 

6*6 

Th(»se arc^ grazing grounds 





for cattle. 


4. 

Pastures other than 






common waste 

Nil 




6. 

Under the gardens 

1 8*62 

4*0 

... 


6. 

Wet-land area 

1*89 

1 0 

This is under talahs. 


7. 

Dry-ldnd area 

Nil 


Rains are sufficient 

and 



1 

the Ganges is very near 





the place. 



Total Area 

219*66 ; 

100 




A close scrutiny of the above figures gives us two 
most interesting facts — one about the occupation of the 
people, and the other about the density of population. 
Of the total village area of 220 acres, no less than 183^ 
acres are classified as area devoted to agriculture, of 
which nearly 20 acres lie fallow every year. This means 
that 103| acres, (or nearly fths of the village area), are 
under the plough. Agriculture is, therefore, the main- 
stay of the people, and nearly 50 per cent of the people 
(315 out of G29') are actually engaged in agricultural 
work. 

Density of The Uncultivated area comprises a small portion of 

populatio ^ includes the dbdJi area, the common waste land 

and the pastures, the wet areas and the gardens. From 
the above table we find that nearly 13| acres of land are 
reserved for habitation purposes. Within this space 
about 107 houses containing nearly 630 souls are built 
up, giving an average of eight houses to the acre, or near- 
ly 47 persons to the acre. Each person has, therefore, on 
an average about 100 sq. yards of land to live upon, 
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revealing to xis the fact ihat there is no overcrowding 
in the village on the whole. It must, however, be re- 
membered that the Kunhian portion of the village is a 
bit thickly populated, showing a tendency for over- 
crowding in the future. 

Other figures in the table need little comment. 

Some 13 acres are common waste land for the grazing 
of cattle, there being no pastuios in ^hc village Also 
there is no dry area in the village, owing to the fact 
that there are ample rains; and that the village is only 
five miles aw^ay from the (iauges river. The area under 
the^ gardens is about nine acres only. 

There are only 18 wells in the whole village. Of irrigation 
these, are within the village Cibd&t. These are used 
mostly for drinking, cooking and bathing purposes. 

The remaining six wells are either on the road side or 
in the fields, and are used for irrigation. Besides these 
there are eight t?nks in the village. The most important 
of these is the Bital Bhutt tank — ^an artificially made 
tank deriving its name from the present owner of the 
village. Other tanks are. small and shallow, 
and get dried up in the summer. Hence these 
are unfit for irrigation purposes, except in the 
rainy season. The quantity of land irrigated 
with the help of these wells is about 114 acres ; 
the remaining 70 acres either do not need irriga- 
tion, Qt else they are left unirrigated, Thp wells of the 
neighbouring villages are also made use of by the people 
of this village for irrigating their fields. 

The village is held under the permanent settlement, 
and the chief owner is Chhanu Jee Bhutt, a wealthy 
merchant of Benares City. He realises his revenues 
from his tenants and, in his turn, pays to the Govern- 
ment a fixed sum of money every year. Eents are most- 
ly paid in cash, although sub-tenants sometimes pay in 
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kind by giving half the produce raised by them. 
There are four classes of tenants in the village, and the 
total cultivable area of 183-36 acres is divided according 
to the tenancy rights as follows: — 



Acres 


land 

1-59 

1% 

Occupancy tenants 

. 7398 

41% 

Shikrai tenants 

.. 72-30 

40% 

Fixed-rate tenants 

.. 27-94 

15% 

Sub-tenants 

7-55 

4% 

Total . . 

. 183-8G 

100% 


Size of a 
field 


The total area under cultivation is divided into 530 
fields. The area of the largest field is 7 33 acres, and 
ihat of the smallest field 1/100 acre, the average size 
being 3‘(>G acres. Jai Mangal vSingh is the biggest land- 
owner in the village, who cultivates about 16 acres of 
land. The fragmentation of holdings is a very promi- 
nent aspect of agriculture in this village. No less than 
426 out of 530 fields are under one bighu in area. Thus 
over 80 per cent of the fields are only small patches of 
land. The distribution of fields according to the size 
of a holding is as follows : — 


Under 1 bigha 

Over 1 bigha but under 2 bighas 
„ 2 bighas „ „ 4 ,, 


9 9 

9 9 


4 

6 

8 

10 


99 

99 

99 

99 


99 

9 9 

9 9 


99 


6 


9 9 

99 


8 

10 


99 

9 9 

99 


Fields. 
.. 42(5 
.. 92 

9 
1 
1 

.. nil 
1 


Total 


530 
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' The above figures disclose a serious state of things. P'ragmenta- 

t'ioii of 

This extreme sub-division of holdings which is certainly holdings 
deplorable, is chiefly duo to the laws of inheritance of 
the country. The Agra Tenancy Act of 1926 has made 
some provision to effect exchanges of the plots of land 
so as to consolidate them into bigger plots to avoid un- 
necessary waste of time and money, but on en.][uiry it 
was found that the cultivators are not anxious to effect 
such exchanges. This evil r.f fragmentation gets still 
more intensified by the scatteredness of the holdings of 
a farmer all over the village, instcac* of their being con- 
centrated in one spot. This evil leserves serious atten- for 
tion of every social reformer. Oo-oporation would be of 
immense help in solving this problem. The example of 
Tharpur village in the Punjab is a living tribute to co- 
operation, and shows what co-operation has done in 
effecting the consolidation of holdings. Not only the 
nuinbt^r of the fields has been reduced from 844 plots 
to 03 plots, but their average area per plot has been 
raised from 4 kaiials to 55 kanals. 

The Kurmis of the village raise mostly ‘ cereals ’ Aroa under 
— rice, wheat, barley, maize and millets — the area under ^ 
cr()i)s being 138 acres on an average per year. Pulses 
are grown as mixed crops. Garden crops, including 
sugarcane, potatoes, chillies, etc., and fruits cover near- 
ly 30 acres of the area. N^^^rly 20 acres are devoted 
to the production of fibre plants. Other crops are of 
minor importance. The statistical details about the 
crops are as under: — 



Acres 

Rice , ... 

39-22 

Wheat 

... 9-74 

Barley 

.... 60-80 

Wheat and barley 

5-48 

Gram and maize 

... 2273 
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Acres. 

Arhar and Jawar... ... ... 21*11 

Vegetables and fruits ... ... 20*68 

Fibre plants ... ... ... 20*20 

Sugarcane ... ... ... 13*84 

Mixed crops ... ... ..., 6*28 

Other minor crops ... ... 6*19 


Total area sown ... 226*20 


It will be noticed from the above details that barley 
and rice are the two most im])ortant staple crops of the 
village, and wheat is grown as a subsidiary crop only. 
The total area actually sown is 220 acres, but the above 
figures are slightly in excess owing to the fact that 
certain ciops are sown side by side in the same field. 
We have already seen that the total cultivable area is 
183 minus 20 acres, that is, M)3 acres only. Most of 
this area is sown twice in the year. Only a minor por- 
tion of land is devoted to the production of Piie CJ'op 
in the whole year, and wsome to the production of even 
three crops in the year, as will be evident from the 
following table. 

One crop in one year raised on 19-7 acres or 9% nearly. 
Two crops ,, ,, 186*26 ,, 84*5% ,, 

Three,, „ „ 13*84 „ 6*5% „ 

Insect pests The crops raised in the village are subject to the 
danger of insect pests and certain plant diseases. There 
are certain pests that injure all crops alike, e.g,, the 
white ants. These begin their work as soon as the 
crops are sown. Sugarcane is the chief victim of white 
ants* To combat this evil the villagers either smear the 
pieces of sugarcane with the solution of asafeetida, the 
smell of which keeps the white ants away; or they 
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spread cowdung on the edges of the field to keep the 
white ants away from the sugarcanes ; or they sprinkle 
ashes of burnt wood to render their teeth useless in 
eating. Then there are pests that afiect particular 
plants. Thus the small and green pests known as JUdnsl 
attack the vegetables in swarms and eat up the leavers. 

Ashes of burnt wood when spiinkieii on the leaves dis- 
able these germs from eating avvay leaves. Again 
there is a moth known as Cl Mali that bores a hole in 
the stalks of plants, and goes on eating until the leaves 
of the tree begin to grow pale. The farmer tears the 
plant and throws the moth away, iiice is attacked by 
Karra which resembles a fly. It eats the leaves of the 
plants. The farmeis do not kn»)w any remedy for this 
pest, except to drive it away again and again. Th© 
enemy of sarsaorit (oil-seed) is Mdho, a small green in- 
sect haidly visible to the eye. They cling to the plants 
jrom top to bottom and render them absolutely useless. 

Besides these insect pests there are several plant 
diseases, ^ Wheat suflers from Girui which makes the 
plant pale and useless. Alsi suffers from Harda in much 
the same way as ^heat. Kandud affects barley turning 
the ears of barley black, so that when pressed with 
fingers, they get reduced to black powder. Millets 
suffer from Bdnjhd on account of which there comes 
out a knot of folded leaves instead of an ear on the top 
of the millets. .Gram suffers from U klitd, which turns 
the plants dry altogether. It ,is deplorable that no 
regular methods to combat these ills are known to the 
villagers. They think that these diseases are caused by 
some defects of the atmosphere and of the land. It is 
extremely necessary to devise some means to fight out 
these pests and diseases. 

The people of the village, being conservative in 

^ Implements 

their habits are even today given to their old practices*, and manures 
F 9 
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tits 

Improved methods of cultivation are either unknown to 
them, or else they are not able to make use of them 
owing to their poverty. The cost of production has in- 
creased considerably in modern days, and even the most 
efficient farmer has to face real difficulties in producing 
and marketing his crops successfully. In most cases 
farmers have to lead a hand-to-mouth life. Generally 
speaking, the old types of ploughs and instruments are 
still used in the village, although some farmers have 
begun to use better types of ploughs that leave a deeper 
and wider furrow. What is true of implements is equal- 

Manures ly true of manures. The traditional manures are used 
even today. All the filth and dirt of the village is 
deposited at one place and is left to decompose. This 
waste matter, and the dried and decomposed leaves of the 
trees, are the chief sources of manure in additi^pn to the 
cattle dung and urine. It is indeed unfortunJate Hhat 
nearly 50 p*ef cent of ^the dung is utilised as fuel instead 
of being used as^manPi|rje. The modern fertilii^rs tgid 
manures are not known to ih^ Ji^Ulagers,^^ and even those 
who know their -vahie find thbm* to be very costly. 

^ , The live-stock bf ^thn village, is largely possessed by 

Live-stock ^ ‘ 

the Kurmis and Alrirs ot fhe^vyillage. There are about 
100 oxen and buHooks, two-thirds of which belong to 
the Kurmis. The number “^of cows and calves is 45 and 
01 respectively. There are 100 sheep, 24 goats, 50 rams, 
and 2 horses. The details are given below : — 



Ahirtoli 

Kunbian 

Total 

Oxen 

17 

61 

7S 

Buffaloes 

18 

3 

21 

Cows . . .1 

Calves (of cows 

22 

23 

46 

& sfae-buftaloes) 

. 23 

38 

61 

Goats 

24 

ml 

94 
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Ahirtoli 

Kunbian 

Total 

Sheep 

... 160 

nM 

160 

Rams 

.... 48 

2 

50 

Horse 

nil 

2 

2 


Total ... 441 


The live-stock of the village is poor both iu quali- Poor 
ty and in ntinil>er. Animals ,;ro not capable of doing 
strenuous work. They are ill-fed and ili-cared-for. The 
arrangements for supplying fodder* Tor cattle axe wholly 
inadequate. Their ordinary diet is a mixture of Mmli 
and hhusa in water, hut only the ritih are able to pro- 
vide these in sufficient quantities. Th?’"e a'’e no regular 
grazing grounds or pastures kept for ilie purpose of 
fee(^ng cattle. 

The cattle of the village are subject to certain pecu- Cattle 
liar di*seasos, the most common oi thcs6’ being the Clidhhd, 
whfeb produces swelled ' in , the necks of cattle. 

.Lime is used to cure it; ‘S^eiiihes swelling in the vsto- 
mach also appears-, which: fs "ireU ted with the solution of 
a newly grown bamboq'iplalit: ^ Wounds also aj)pear under 
the yoke ; to cur^ thesb k^roserief Pil and phenyl are 
made use of. 

OOCTTPATION, TRADE AND TRANSPORT 

As already stated, the main oc cupation of Occupation* 
village people is agriculture. Of the 029 persons, no 
less than 315 or nearly 50 per cent are engaged in agri- 
cultural pursuits. The rest of the persons are either 
children or dependents, or pursue some other calling. 

People also combine certain other subsidiary forms of 
occupations with agriculture. A certain number of per- 
sons are engaged in petty posts such as the Quanungo, 
the Patwari, the teacher, and cooks and bearers. The 
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Industry 
and trade 


Gadarias, the J)otters, the blacksmiths and the barbers 
carry on their iisnal trades as of yoro<. In Ahirtoli the 
Gwalas carry on the work of supplying milk the city, 
in addition to their agricultural operations on a small 
scale. Most of the young men of this part have now 
taken to the painting of lorries, motor cars, carriages, 
etc., for want of any other suitable occupation. The 
industrious Kurmis still carry on their agricultural pur- 
suits to a largo extent, although a few of them have re- 
cently taken to the painting business. There ore also one 
or two petty shop-keepers in the village who supply most- 
ly tobacco, salt, cheap grains, etc. vSome of the village 
people have opened shops in the Orderly Bazar near the 
Benares Kutchery. In Cli a mart oU some 12 families of 
the (Tliamars, one of a potter, and two of basket-makers 
live. The potter makes earthen pots, and the basket- 
makers prepare baskets for the village people. Btut 
the Chamars of the village now mostly \serve as cooks 
and bearers to the' European officials in the Cantonment 
and their wives work as ayahs to the European children. 

On the whole the people o:^»'the village are indus- 
trious. The Kurmis are * diligent, honest and hard- 
working, but the Ahirs .possess VTirty habits and are 
great cheats. The industry and trade of the village is 
on a very limited scale, and hardly needs any Then ti on. 
The old village industry of hand-spinning and weaving 
is not at all practised in the village. Other industries 
such as those of the potter, the carpenter, the basket- 
maker, the blacksmith, etc., are carried on only to meet 
the needs of the village people. Since the industries of 
the village are in a state of backwardness, the 
means of transport are naturally undeveloped and old- 
fashioned, although there is one pucca road connecting 
the village with the city and the railway ^stations. Most 
of the daily needs of the village people are supplied by 
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the neighbouring village of Bhojubir lying at a distance 
of about half a mile from the village under investiga- 
tion. It is therefore well connected with markets, al- 
though the means of transport are wholly inadequate 
and primitive by nature. 

The Charlha movement of Mahatma Gandhi did Handloom 
awake the village people to the need of starting and 
developing the hand spinning and weaving industry as 
far as possible, and the majority of the ueople at once 
took to the occupation in ltG2, but with the downfall 
of the movement the industry was altogether given up. 

There are no weavers in the village to eontinue the 
industry. Moreover, the Motj Cotton Mills, which lie No scope 
close to the village, besides supplying ph nty of work 
to the labourers, supplies them with quite cheap and 
decent cloth for theii daily needs. Hence there is no 
scope for this incligenouwS industry to thrive so far as 
this village is concerned. Again, the soil of the village 
is not suited’ for growing cotton, which is the 
chief raw material to work upon. This is an 
additional reason for the neglect of the industry 
in the village. 

To maintain our cottage industries in an efficient Need for 

••111 ro-opera- 

manner the spread of co-operation is absolutely neces- tion 

sary. It is, however, deplorable to note that few 

people, if any, realise the benefits of co-operation in 

developing our home industries. If the various trades 

and industries be started on a co-operative basis, there 

can be hardly any doubt for their success in the future. 

Bly this means the peojde will learn the lessons of self- 

help, honesty, fellow-f(^eling and thrift. In the long run 

they will be able to earn larger incomes, and thus raise 

their standard of living by and by. The failure of the 

movement in the United Provinces is largely responsible 

for turning away the minds of the village people from 
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its adoption. Th^ true spirit and principles of co- 
operation havie not been rightly understood by the people, 
and the lack of character of the members is one of the 
chief causes of failure of the movement. The illiteracy 
and ignorance of the people gave ' occasion to 
the dishonest secretaries and supervisors to mis- 
lead and deceive thenw. These facts account for 
the failure of the movement, and the loss of faith 
in the societies. 

The trade of the village consists primarily in the scale 
of foodstuffs, and chaff produced in the village itself. 
Sometimes the whole crop is sold at the village field, but 
mostly it is taken to the markets in the neighbourhood 
for sale. The village i)eople being generally illiterate 
and ignorant have not the tact of a businessman, and 
hence fail to get as much as they ought to. Generally 
they cany their crops to the market in bullock carts, on 
pack-animals, or on their beads, as may be convenient 
for them. The imde and transport of the village has been 
carried on in the old style for centuries wnth a few minor 
changes here and there. The trade in milk, ghee, dung- 
cakes, wood-fuel, earthen pots and wooden goods is 
carried on on a pretty large scale in the village, and 
the proceeds from the sale of these things are in some 
cases ciuite sufficient to meet the needs of the village 
requirements at the present day in India. The methods 
of co-operative marketing, and of purchase and sale 
would Ix^ of great help in securing fair prices for the 
cultivators, and in providing them with cheap raw 
materials and instruments. Moreover, the ])rofits of 
the middle-man would be eliminated altogether, and the 
farmers would be the gainers to that extent. Also 
many other wastes incidental to individual production 
and sale would be avoided to the advantage of the 
village people. 
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LABOXnt, WAGES AKD INDEBTEDNESS 
The labourers of the village are mostly engaged in 

IT- . ... , , . .1 Laboni and 

Xilougbmg, sowing, irrigating and other similar opera- 
tions connected with agriculture. The wages are paid 
partly in kind and partly in money. There are some 
labourers who keep their ploughs and bullocks to let 
th(3iu on hire sysiem to ihe zemlnda'^s and big hashtkars 
wJio do not own them, and nr' x>aid at the rate of 
Rs. 2 both for bis labour and for the hire of the plough 
and the bullocks for a day's woik. Some of tJie 
villagers keep Ibeir own ploughs and bullocks, and hire 
workers to handle them, and also U' do other agricul- 
tural work ill the fields. These labou * is are paid in 
money, and leceive a small quantity of (/n’hena every 
day. Some labourers are paid monthly, fortnightly or 
weekly, with some quantity of grains as agreed upon. 

One striking ieahire of the village is tlial women are 
employed to work on the sugarcane^ lields, wlnu'eas this 
work is done by iikui in other jilaces. These women 
generally earn two annas per day, and a small quantity 
of rhahdia in addition to the money wages. The 
general rate ol wages in tlie village is eight annas a 
day foi adult labourers. Some chdberid and </ur is also 
gi anted for their daily breaklast. 

'riie income of the labourers is not so great as 
enable them to make any savings, nor are they frugal 
by habit. Tin ilt is something foreign to their minds, • 
and they lead a life of abject poverty. There are, how- 
ever, some families that save whatever they jxKssibly 
can. Raiisli J^arain, .liam Newmj Daftaiy, iulsiram, 

Ramdass and a few others are able to save something. 

Much of their saving is in the form of ornaments for 
their family ; and the little amount of money saved by 
them is kept buried underground, as there are no banks 
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Indebted- 

nesB 


Sanitation 


in the village to encourage savings in the form of 
deposits. 

Most of the village people are under heavy debts, 
which they are not able to pay off. The farmers need 
tools and seed and bullocks for their agricultural work. 
For this they are obliged to borrow money at high rates 
of interest. Then they have got ceremonial and domes- 
tic expenses. Some money is needed for these too. 
As there are no mahajans in the village, people borrow 
money from the city sowkars^ B. Raghubir Singh of 
Ishwargunj, and Miinnilal Kalwar and Dwarika Nonia 
of Baiidepiir. A deblor borrowing Rs. 14-4-0 has to pay 
Rs. 20 in twenty instalments of one rupee each, llundi 
system is also in vogue. The rate of interest is 20 per 
cent to 24 per cent per annum compound interest. Ac- 
cording to the rahan system a debtor pays 10 per cent 
to 12 p(U' cent per annum compound interest. 
Farms of the fixed-rale tenants are' sold on rdkamy 
the rate being lbs. 100 to Rs. 150 per bigha 
according to the fertility and the (lovernment 
revenue of the land. Only one debtor, Raghu- 
nandan Kurmi, lias liberated himself from in- 
debtedness through his ability and hard work. The illi- 
i crate villagers are quite ignorant of the usefulness of 
tlie Co-operative Credit Movement in solving the prob- 
lem of indebtedness. There is no common fund, jjer- 
manent or temporary, for any common good whatsoever. 
Even the takari loans are not availed of by the village 
people to meet the seasonal expenses in connection with 
their agricultural work. 

SANITATION, EDUCATION AND ADMINISTRA- 
TION 

As already stated, the houses of the village people 
are old-fashioned, low and ill- ventilated. People are 
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Tery dirty by habit, and collect heaps of dirt and waste 
matter here and there without discrimination. The 
drainage system entirely defective, favo^iring'! the 
multiplication of insects like mosquitoes which are 
the chief ^ sou;rce of malarial fever. The paths 
in between the houses are very narrow, hardly allow- 
ing one man at a time to pass through them. These 
paths are mostly used by the /iliagera urinals, at the 
great disadvantage to thtur health. The atmosphere 
outside their houses is rendered foul by the heap 3 of 
refuse and cow dung that are left to decompose to be 
used as manure for their fiehis. it is highly desira))le 
to deposit this waste matter in pits away from the 
dwellings, preferably in their own fields or near them. 

Wells are indiscriminately used both for bathing ard 

and drinking iiurposes. They generally take their 
bath by the side of the wells, and spill much water, 
which, owing to defective drainage system, is left to 
V stagnate, and serves as a breeding-place for mosquitoes 
and other insects. People also go to take their bath in 
the Basai tank where dhobies also come to wash clothes. 

This practice needs to be discouraged. 

The village has not been visited by any epidemics 
Hke plague or cholera for the past three or four years, diseases 
although seasonal diseases, like malaria, do make their 
app^igrance. That great enemy of humanity — 

tuberculosis — is fast making its home in the village, 
to check the spread of which sanitary measures are ab- 
solutely necessary. It is sad to note that there are no 

W 

doctors or hakims near the village to give medical help 
when needed. People generally go to the hakim at the 
Orderly Blazer in cases of ordinary illness, but in seri- 
ous cases they go to the Government hospitals in the 
Benar^ City, 

Generally women do not observe purdjah, but some 

P. 10 
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and high-caste people have it in their families. This pro- 
marriage duces a bad effect on the health of the ladies by check- 
ing their activities. Early marriage too kas got a de- 
trimental effect upon the health of the married couple. 
Both these practices need discouragement, as children 
born of such parents are bound to be weak and puny. 
Education The people of the village are not well-educated. 

Only four or five per cent of the people know how to 
write their names, and there are only three persons 
who know something of the English language. There 
is a great want of education in the village, but the 
people are quite indifferent towards it. It is said that 
there was once a primary school in this village, but now 
it is no longer in existence. However, at about a dis- 
tance of a mile from the village, there is a primary 
school at Bhojubir, where the children of the village go 
to read and write. They are mostly given education in 
Hindi and Urdu vernaculars. One boy of the village 
attends the Vernacular Middle School at Shiupur, about 
two miles from his home. Two other boys read at the 
London Mission High School, one of whom has appear- 
ed at the High School Examination. The average 
period of school life of the village children is low, and 
may be roughly estimated at about five years. The 
following table gives the details about education in 
the village : — 


Kame of the school 

No. of 
students 

Caste 

Class 

Bhojubir Primary School... 

2 

Ahir 

Darja A and B 

»» 

2 

Kaisth ... 1 

„ A and B. 

M »» 

1 

Kurmi 

M A. 

Shiupur Middle Sehool ... 

1 

Kaisth 

6 th. 

liondon MisBion High 

School 

2 

1* 

One sat at High 
School Examina- 
tion. 
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Three others have received English education. 

One has passed vS.L.O. and is now a clerk in the Queen’s 
College, Benares; one is the Village Patwari, and the 
third is emplpyed by a contractor of t)ie Benares Dis- 
trict Board. People are generally poor, and cannot 
afford to pay the fees. Female education is quite un- 
known in the village. Some efforts are necessary to 
iiXiproVe the condition of the villagers by imparting edu- 
cation of an elementary character to suit^ their 
needs. Lack of education is the chief cause of 
their backwardness. It wo aid be desirable to 
introduce compulsory elementary education for the 
village children, and to open night schools for 
the grown-up. 

The history of the village is a very obscure one. 

Only this much is known that it was founded by a Milki 
Mohammedan, and is now under the permanent settle- 
ment. The administration of the village is carried on 
on the panciwyat system. ‘ Village Unions ’ are in 
existence, each having five or six villages under ii& 
control. The panchayat system has been introduced 
only recently, and there was no such system in existence 
till November, 1925, This system has, unfortunately, 
not worked quite satisfactorily till the date of the en- 
quiry. Not a single case was decided by it till then, 
although the Punches and the Sur-panches had been 
duly elected by the Government, with the help of the 
village people. There is one Sur-panch and six ordi- 
nary Panche*s in every union. 

Before the establishment of these unions, cases The Mukhia 
were decided mostly by the Mukhia of the village, who 
acted as the judge in consultation with four or five 
other respectable persons of the village. This Mukhia 
was not nominated by the Government, but was selected 
by the village people themselves. Thank God, there 
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is not much of litigation in this village, Wing id the, 
peaceful nature of the Inhabitants, 

Oonolusion conclusion it may be stated that the village 

people are, on the whole, quite happy, but they would be 
happier still if the following improvements were gradu- 
ally introduced in the village for their benefit: — 

1. The introduction of elementary education. 

2. The teaching of the lessons of thrift and self- 

help and the spread of the true co-opera- 
tive spirit. 

3. Improvement in the sanitation of the village. 

4. Improvement in the methods of cultivation, 

and the introduction of supplementary in- 
dustries. 

All these improvements could be made only if people 
were to understand rightly the principles of co-operation, 
and bring them into use to ameliorate their condition 
economically, morally and socially. 



SOIL EROSION IN THE UNITED PROVINCES 

BY 

Shankarlal Agrawala, M.A. B.Sc. 

Lecturer in Economics y Bulwant Rajput CoUegCy Agra. 

Wherever and whenever eoncen+rated bursts of rain occur, 
erosion of soil is sure to take place, iiT^less the rapid How of water 
and the scouring action of the su’^f.^ce drainage are prevented 
from working their full destruction on the land. Rainwater, if 
it is permitted to gather strength and velocity, cuts into the soil 
and soon develojDs nallahs of great depth with nearly vertical 
sides, which grow in length, breadth and depth with every rain. 
The result is that not only the land on which it occurs is render 
ed practically useless, but so much quantity of water also runs 
to waste, Numerous signs of ravines exist all along the Jumna 
and the Ohambal that clearly go to show what a heavy drainage 
is being done by unrestricted erosion of the soil. As a matter of 
fact, there is hardly a place in India that can claim to be free from 
the evil effects of rain-wash. Every year enormous quantities of 
soil, the real agricultural capital of the country, is being washed 
out to the sea. The United Trovinces which form the most pro- 
ductive part of India are fast losing their best soil owing to un- 
checked run-off of the water through the great rivers that seem 
gradually to extend the channels of their tributary streams into 
every man’s field. Erosion of the soil is the greatest single 
menace to the well-being of the people, for it removes not only 
the plant-food which is- easily jestorable but the whole soil which 
cannot be restored. Loss of fertility reacts on crop-production 
and consequently leads to abject poverty of the cultivating classes. 
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This impoverishment means debt, increased liability to diseases 
like malaria and ultimately rural depopulation. 

The evil effects of soil erosion, however, Vary according to 
the general slope of the ground. If the general surface of the 
country is not excessively undulated, water moves slowly and 
carries off with it the fine soil material from every part of the 
field. A large amount of the soluble organic matter is thus re- 
moved. This sort of erosion is called sheet erosion and becomes 
obvious only after consiant observation of the run-off during 
periods of heavy monsoon rainfall. But if the ground is riddled 
with natural depressions, water runs off in the form of streams 
which develop numerous gullies or nallahs, forming a complicated 
network of ravines. These ravines often start at the edge of cul- 
tivation, take up a meandering course and join up with other sys- 
ttmis, eventually falling into the river. Examjjles of both these 
types of erosion are very commonly met wuth in the United Pro- 
vinces. For instance, barren and uncultivated areas in Oudh 
contain many large trees w^hose roots are entirely laid bare by 
unchecked sheet erosion, and more than a foot of the soil has 
been carried away in the course of about 200 years. Other cases 
of the same kind abound in Fatehpur Sikri, and Bah tahsil of 
Agra, as also in many parts of Bundelkhand. For the gully-type 
of erosion, the formations of the ravines are in themselves a 
convincing proof. A network of these ravines is spread over a 
large area near the Jumna BHdge Railway Station of Agra, on 
the left bank of the Jumna in Auraiya (Etawah), in Jalaon and 
Kalpi, as w^ell as in the Dholpur State along the banks of the 
Ohambal. The land of Agricultural Farm in Naini (Allahabad) 
which was once hopelessly cut into big nallahs and was therefore 
lying neglected for years together, has now been almost reclaim- 
ed through the personal efforts of Dr. Higginbottom and is now 
yielding luxuriant crops of various descriptions. Jamnipur, a 
village at a distance of about 16 miles from this place, is a typical 
example of rural land full of many ravines. The districts of 
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Dehradun and Saliaranpiir have lost a good deal of culturable land 
due to floods caused by rainwater running down the hills in rapid 
heavy torrents and leaving the beds diy a few hours after a 
storm. Ecstension of banen plains and ravines is clearly notice- 
able in Dehradun and it is not surprising to find that the area 
under cultivation in many villages of the Saharanpur Terai has 
decreased during the last 50 years. Another proof of erosion, 
both sheet and gully type, is lurnished by the fact that the very 
foundations of old buildings in Bundelkhand and Muttra arc now 
exposed to view. Old temples, mosques, grazes, \/ells and the 
like, built out in the open, shew in a marked degree the extent 
ol’ wastage done by surface drainage to these most flourishing 
parts of the United Provinces which wcie at one time the centres of 
a higher class of cultivation, but vvhich a c now turned into sandy 
waste"' or gravelly barren land. Tlie actual area of these ravines in 
the United Provinces is some millions of a^ res and this is constant- 
ly increasing a fact vrhich becomes at once clear if lately made 
maps are compared with the FieVl Survey of 1836. 

In addition to the surface conditions, the character of the 
soil and also that of the sub-soil have a profound effect upon the 
tendency to erode. On equal slopes exposed to the same rainfall, 
light, open soils lose more silt than heavier loams, or black-cotton 
loams, which swell up when wetted. And the fact that a soil is 
or is not covered with forest or grass, or contains much organic 
matter, or is clayey or sandy, influences the rate at which it ab- 
sorbs water and the amount of erosion caused by the surface run- 
off. The alluvium in the province of Agra is generally more open 
and sandier in texture than in the middle Doab. Therefore the 
former is more conducive to destructive erosion than the latter. 
The famous vegetable soils of Lucknow, on the other hand, are 
practically immune from erosion.' These are some of the reasons 
why the banks of the Jumna in the Agra, Etawah and Jalaon 
districts are so speedily and completely drained that they have 
become almost destitute of vegetation. The tendency of many 
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dry-region soils to crack and recrack on drying, thus to form a 
loose fine fragmental or granular surface layer, adds greatly to 
the erosional vulnerability of tremendous areas of the lands, for 
they are eroded not only by the water that flows over them but 
also by the prevailing hot and dry winds which often blow off 
the fine particles from the surface only to scatter them here and 
there. Di'y regions also aid one gully to wear through to another 
much quicker than would happen in humid regions. 

The cumulative effect of centuries of abuse due to unchecked 
denudation is reflected in the upper lands having been laid bare 
and barren through the loss of fine particles and the low lands, 
at the same time, having become stiff* and heavy by the continued 
addition of new soil. High lands consequently have greatly lost 
their power of retaining moisture, and the Jow-lying fields, con- 
trary to the common belief that floods serve as a powerful instru- 
ment for soil enri(!hment, have received no corresponding benefit 
owing to the thick deposit of silt on flats where it was not needed 
— ^rather have done serious and permanent damage to the land 
and the crops growing on them. But this is not all. The accu- 
mulated effect of flooding and scouring has resulted in the lower- 
ing of the sub-soil water level so that wells have dried up causing 
serious privations to man and beast. It is easily conceivable that, 
in sloping country, if the surplus rain flows off unchecked, the 

water has insufficient time to percolate into the sub-soil and to 

reinforce the ground water. What happens, therefore, is that 
not only 1he supply of the drinking water is affected but also the 
labour of lifting water for -irrigation purposes is increased. " Fur- 
thermore, the waier- table being lowered, it becomes difficult for 
the crop to obtain sufficient water for proper growth or to with- 
stand even a moderate period of drought. The drying up of the 

cquntry is a most serious matter, because if the erosion of the 

country continues at the present rate, irrigation projects will be 
hampered and eventually become impossible. It has been ascer- 
tained that the bed of the Jumna at Etawah is already lowered, 
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through 60 ft. in the* last 500 years. This drop in the Jumna level 
is established by the fact that in the fort at Shergarh near Auraiya 
(Etawah) the curb ot the large well in use in 1550 is now (>0 ft. 
above mean flood level, and also by the prevalence of old sugar 
mill^, in the Etawah' trans-Jumna area where the water level is 
now^ far too low to admit of irrigation from v/ells. The cold- 
weather level of the Jumna in the eitawah and Jalaon districts is 
often 120 — 200 ft. below tb» general level of the surrounding 
country, and the well water levels are sometimes as low as 200 ft. 
In Northern Gwalior, the existence of stone sugai* mills or oil 
mills all over the country where neither cane nor oil-pressing is 
now carried on, proves the use of iriigatlon at the places where 
they stand. The change of ciicuniptanccs niay be reasonably 
ascribed to the spring level having gone down to 100 ft. below the 
surface, which has caused the land to deteriorate into a vast ex- 
panse of an unculturable waste. Irrigation from w^ells was the 
principal mode of irrigation practised in ihe ancient times, and 
it seems that lakes were construi* ted with the important object 
of raising and keeping up of the spring levels through percolation 
of water, equalizing the temperature by supplying humidity to 
the atmosphere, and providing pasture for cattle, etc. To prove 
the statement, spring levels in wells at Magarpur, Jawan Sakrar, 
and many other neighbouring villages in Bundelkhand stand quite 
close to the surface due to the percolating influence of the Arjar 
lake, and the construction of the Vachwara lake has had the 
effect of raising the spring level of wells all round it for several 
miles. 

Moreover, erosion leads to water-logging. Any partial holdt 
ing up of the surface drainage and any slight concavity of the 
fields, due to depressions or to the misuse of iron ploughs, lead to 
local water-logging, to loss of available nitrogen and to the des- 
truction of the porosity of the sub-soil. Every gradation of water 
logging ranging from slight damage to a crop to the production 
/>f saline efflorescence and the formation of permanent ^taghan,^ 
P. U 
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swamps can be seen in the Gangetic alluvium and also in the north- 
eastern districts of Oudh. 

A (jonsideration of the above description leaves no doubt that 
the gradual denudation of the soil is the real ‘ economic drain 
in India ; and unless it is stopped and the fine soil is retained, the 
provision of improved varieties of crops, of irrigation facilities, 
of improved credit, of better cattle and implements will not yield 
their full results. The leclaination of tuoded land is possible, 
but requires attention and patience. The main problem is to 
arouse the farmers to a realization of the importance of treating 
their soil in the manner l)est suited to its condition. Soils that 
cannot be cuHivated without danger of erosion should be used for 
the lU'odiiction ol hay, for ])asture, or for forestry. The soil of 
the ravines which is often very fertile should be* constanily culti- 
vated, so that it may not solidify, owing to its fineness, to the 
cousisituicy of rock and also in order that the i)enetraiion of mois- 
ture into the substratum may be accelerated. In the* Indo-Gunge'tic 
alluvium, it Avill be an advantage if the* monsexjn is receive^d on 
all vacani lands whie h have been thoroughly and deeply cultivat- 
ed during the jiroceding hot season. The* absorbing power o£ 
bioken surface is very great, and, eluring the early rains, there is 
ne> run-olf and conseeiuently Jio erosion anel ne) water-logging. 
The conservation of waten* also leaels to the elisapj)earance of the 
original worthless grasses if any, and their re*])la(;ement l)y the)se 
of good fe'eeling value*. It is further desirable that a broad pro- 
tective belt e)f land at the head of the ravines shoulel be afforested 
to prevent further euuuoachraent inland. Trees will de)ubtless pre- 
vent excessive erosiem as also consolidation, anel the litter and 
^rass growth will retard the present rain wastage*. Water which 
must escape can be canght in small ixiiids held up by handhs 
thrown across the ravines, or by blind ditches and embankments 
on the higher grounel. An interesting and successful experiment 
in the reclamation of ravine area is to be found in parts of Agri- 
cultural Farm at Naini (Allahabad) where ravines have been res- 
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tpred by means of dams, and also in parts of Grass Farm and 
Macpherson Park here at Allahabad where land has been reclaim- 
ed by moans of embankments. Oraekinj? on drying and contract- 
ing means copious mration and this occurrcree renders possible 
the method of embanking on many soils south of the Ganges and 
the Tumna.. Small embankments (Tals^ in Biundelkhand are com- 
monly constructed Ly ihe zemindaivs, for they alford the best 
means within ihe ability of tlm petty landholder of coping with 
the evil of s(»il-erosior . The Government have also undertaken 
works of such improvcuuuds in various parts t f the Tfnited Pro- 
vinces, notably in tlie districts ut Ihinde, Partabgarh and Thansi, 
with th(‘ obj('(*t of holding i^p the suifju’e water in tracts of ravine 
countrv, preventing further e.iosion and promoting the silting up 
and subsequent reclamaiion of the land. II bandit h e.ould be com- 
bined with a suitable drainage system, by which tht‘ fdear sur- 
plus water is run off, all the advantages ( onnected with the pre- 
vention of erosion and with abundant percolation into ihe sub-soil 
would be obtained, whih' denitrifj >aiion would be checked. The 
position of the cultivator on whos<> welfare rests the entire pros- 
perity of a country so predominantly agricultural as India, would 
thus be made sufficiently secure. 
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CENSUS NOTES 

Particulars of the programme of the Fnited States Census are 
now available. The Fifteenth Decennial Federal Census of the 
United States of 1930, is in reality a bundle of five censuses — of 
population, which has 140 years of history; of manufactures and 
of agriculture, the next older members of the census family, with 
100 years’ and 90 years’ standing respectively; of unemployment, 
included on a Federal scale even from as early a date as ItSSO; and 
of distribution, the latest addition, wliich is appearing for the first 
time in 1930. 


The population census has of course gathered a mass of tradi- 
tion, from which, it is difficult to break away, and to which, addi- 
tional inquiries can only be attached by the removal of an equal 
number of old quesiions. Certain basic facts, such as geographi- 
cal loc’ation, colour, sex, age and marital condition, are naturally 
present on all schedules, and will also appear in the present census 
wilhoul modification. Equally, other inquiries of long standing, 
like place of birth, citizenship, occupation, literacy and school at- 
tendance, have been retained with only incidenial changes. The 
definite additions and omissions recommended by various interested 
persons and organisations (amounting to about 40 proposals in 
number), were subjected to a careful examination by an advisory 
board specially set up for the purjmse, and the final schedule con- 
sists of 24 questions in all, including five questions appearing for 
the first time in the place of four questions carried on the schedule 
of 1920 and now omitted, together w’ith the consolidation of the 
two questions, “ whether able to read ’’ and ‘‘ whether able to 
write ’’ appearing previously, into one question whether able to 
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read and write ” at the present census. Ths 19 questions com- 
monly occurring’ are the following: — 

1. Relationship to head of family, with special provision 

for distinguishing the home-maker in each family. 

2. Whether home is owned or rented. 

3. Does this family live on a farm? 

4. Sex. 

5. Colour or race. 

6. Age at last birthday. 

7. Marital condition. 

8. Place of birth of per«ion( state or county). 

9. Place of birth of pt'rson i father (state or county). 

10. Place of birth of peison’s mother (state or ?ounty). 

11. Mothci-tongue )t each fort'ign-boin person. 

12. Whether able to speak English. 

13. Year of immigration to United States (foreign-born 

only). 

14. Whether naturalised (foieigu-botn only) 

15. Attended school or college any time since September 1 

1929 P 

16. Whether able to lead and write. 

17. Occupafion of each gainful worker. 

18. Industry in which employed. 

19. Whether employCiT, employee, or working on own 

account. 

The four omitted questions are: — 

1. Whether home was mortgaged or not (owned homes 

only) ? 

2. Mother-tongue of father. 

3. Mother-tongue of mother. 

4. Date of naturalisation (for naturalised foreign-born only). 
It would be seen however, on comparison with the new form 

as finally adopted that as a consequence of this, no information of 
a serious import has come to be dropped. 
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The iiew questions finally selected are the following : — 

1. Whether the family has a radio set? 

2 . ‘Whether a veteran of Ihe Uniied States military, or 

naval fojies; and for each veteran, in what war or 
exjiedition he served ? 

3. Value of home, if owned, or nionthlv rental, if rented? 

4. Age at first marriage (for marri(Ml persons only). 

5. Whether actually at work (for each person normally at 

work, hut returned as noi at work, additional inform- 
ation to he su]qdied as on a special unemployment 
schedule) ? 

It will he noted that on this schedule as thus finally made 
up, 19 (piestions relate to sociological or deTnogra])hic factors, and 
five are devoted to economic factors. 

Of the newdy added (piestions, that relating to radio has beem 
included to ascertain tlie size of the potential radio audience be- 
sides of c(3urse, satisfying wdiat a])pears to he a rather widespread 
curiosity. The cpiestion on veterans has been included solely for 
the purjTose of supiilying information desired by tlu^ Veteran’s 
Bureau. Of the new (piesticjns the most important perhaps is that 
calling for the value of home, if owned, or monthly rental, if 
rented. This will make possible a classification of families accord- 
ing fo economic status, or ])orhaps, as one might say, according 
to “buying ])ower of course, in broad groups. Such a classi- 
fication has been urgently desired among others, by individuals 
and firms, using (ensus figures as a basis for organising fhoir 
selling and advertising campaigns. It has of course been 
guaranteed that the information of any individual home wdll not 
be revealed either to the jmblie or to the tax assessors, hut will 
only be used in the Census Bureau for statistical compilation. 
The question as to age at first marriage is what there is left of a 
set of four questions that w^ere asked at a number of previous cen- 
suses before 1910, and completely omitted in but have never 

been tabulated except for small sample areas. The other three 
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questions originally asked are (1) nimiber of children born to 
each woman, (2) niunbei of these children living, and (8) whether 
tijst, si'contl or siibse((iient marriage, l^he argiiinent for the one 
question as a fairly ai ceptuble sukstiiiite for the group of four is 
based on the assinu])fion that a tabulation of the number of child- 
ren reported on the schedule as members of the family for women 
who have been mairied, say lb years or h\ss, will indicate accura- 
tely the lelative size of 'families of ehiluren bi*ing raised by the 
different jaeial aioups of llu‘ population, and in rural and urban 
areas. Incidentally the date on age at mairiage will have con- 
siderable sucial sigiiilican(‘e of tmur ov/u quite apart from their 
use in the tabulation Just mentioreil. in tlie classification of 
gainful workeis according to oi'cupati'm a^d Industry, greater 
stress is to he placed than heretofore on ilie reiiirns for the in- 
dustry both in the iiistriudious to the enumerators and in the 
publication ol tht* lesults, \\ itli llie incietising (complexity of 
Aint'ricun industrial organisation and ra]>idly fdianging terminology, 
the oceM]»ational (dassification furnbdies one of the most difficult, 
it not the' most ditliecult of the jirobbuns, in the (Vmsus. 

There* are also some new ie'atures in the? census plans which 
do not invedve new questions on the sche'dule. For example, 
women doing housework in their own homes (or sujicrvising such 
work done by servants) and carrying the other responsibilities of 
the home will be designatiMl as honu*-makers. This designation 
will be ente*re*d \n the family reflations hij) column on the schedule, 
rather than in the occujiational column, in order tliat those^ women 
who follow a i^r ^fession or other gainful oce upation, in addition 
to being home-makers, may be projierly classifmd in respect to 
both lines uf activity. Also tentative provision is lieing made for 
showing the pojuilation of iownshijis or other minor civil divisions 
of the counties, classified by colour, se^x and age — something which 
has not be?en done heretofore for units smaller than counties. ' The 
rural population is to be subdivided into farm population and rural 
non-farm population throughout the census reports, provided a 



88 


NOTES 


satisfactory definition of farm population can be worked out. It 
has been calculated that there will be anywhere from 11 to 32 
possible entries for each of some 122,000,000 persons, or on the 
somewhere about two-and-a-half billion entries, in which 
the defective ones, though forming a small proportion would, de- 
mand, like the one naughty boy in a schoolroom who causes the 
teacher more worry than the 39 well-hehaved pupils, far more than 
its fair share of time and attention. 

* * ^ 

The census of agriculture in the United States in 1930 is a 
most elaborate affair. More ihan twenty months were given to 
the preparation of the schedules by a joint committee of the 
Department of Agric ulttire and of the Bureau of the Census, who 
consulted before drawing up the final schedules not only agfticul*, 
tural publications and State Departments of Agriculture, but several 
students of agTicultuial colleges and many real diit farmers 
also. It is a census of agricultural farms, of farm accounting and 
of farm facilities, and also of all farm products and livestock not 
on farms, and contains about 31>() inquiries. Of these some 50 have 
never been asked at any prior census, and about a hundred which 
. used to lie asked before have now been omitted. A large part of 
the omitted questions relate to value of livestock and quantities 
of products sold or to be sold, but it has been provided that for 
the census of 1930, the livestock values will be computed from, 
average price figures, by counties, to l>e furnished by the Depart- 
ment of Agriculture, while the quantities to be sold, or actually 
sold, will only be reported for a limited number of products. Of 
the inquiries that are being made for the first time^ the following 
^re the more important; 

Value of the farmers' dwelling house; 

Such farm expenditure as purchases of, supplies, or repairs 
for, automotive vehicles and electric current ; 
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Number of combine barvester>s, electric motors and gas en- 
^j^iiies on the farm; 

Daily production of milk and at the time of the census; 

Number of baby chicks bought ; 

Number of hides and skins sold from the farm; and so on. 
The questions aie distiibnted amoni^ one schedule known as 
fhe General Farm Schedule and ei^lit other udieriules io be sepa- 
rately used for specdal in(|uiries and the information eoll^^cted may 
broadly be grouped into the tollowin^ seven ]>arts: 

I. FersMial inlormatioji ]«oa:din^‘ tarn! o])erator: 

Name, adtlress, (‘oloiir or rai.^, |enod oi his operation 

ot piesent tujm, iKimbei ot ila\s worked *ur juiy in 
oil j(d)s t|o( (*onuetde(i will, tlie opeiation of his 
faim, his “^occupation “ as reported by Inui in the 
populatioiml census. 

II. Geiieial information reoauHu^ (ii) iaim acieaf>‘c, (b) farm 
values, and (c) ie^m expenses: 

Ac7ea<je in crop land, ])astiues, meadows, woodlands, waste 
land j>aidens, oichaids, \iueyards, etc., as well as 
land nnd(*i each crop, and lands idle or otherwise not 
harvested ; 

Value of land, buildings and implements and mac*hmei> ; 

A’^aiioiis items under laim ex])endiiuie wdjicdi are calculated 
to show' the economic factois in tlie costs of produc- 
tion. 

III. Farm tenure : 

Questions undei this head have been considered very essen- 
tial and cover a vast giound distiuj^iiishing ow'^nership, 
tenure and types of tenancy. 

IV. livestock : 

It must be remembered that in D.S. dairying, poultrying 
and beehiving constitute an important part of farm- 
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ing, and their relation to the food supply of the 
country has been one of the most intimate facts of 
American economic life. Accordingly the term ** 'live- 
stock ” is used to include all common domestic farm 
animals, poxiltry and also bees, and in many cases 
information has to be furnished classified according 
to age and sex. The products to be reported include 
milk, butter, wool, mohair, eggs and honey. 

V. Value of livestock products produced and sold: 

The questions are incidental to those enumerated in iV, and 
special arrangements are provided for obtaining infor- 
mation, as staled already, in regard to the assessment 
of value. 

VI. Acreage and yields of all crops harvested in 1929, as well 
as quantity and value of the princnpal cjo])s sold or to be sold: 

The usual questions have been enlarged by the inclusion for 
the first time, of information relative to vegetables, 
berries and fruits also. Provision has also been made 
for the verification of the information supplied on the 
census schedule with that which is obtainable from 
other sources in the Agricultural Department. 

V 11. Miscellaneous : 

1. Mortgage indebtedness, if any, and commissions, 

Ixoniises, etc., paid in 1929; 

2. Amount of taxes paid on each head; 

3. Acres in rotation pasture; acres terraced to prevent 

erosion, acres with artificial drainage; 

4. Extent and yield on land — irrigated and unirrigated f 
6. Facilities on farms, such as telephones, electric light, 

etc. ; * 

6. Number of persons residing on farm; 
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7. Gross receipts from lodg^rs^ boarders, and campera^ 

farm in 192&; * 

8. Amount received from sales from nurseries, seed firma, 

bulb farms, etc. ; 

9. Value of products purchased, or sold to, farmers* co- 

operative marketing organisations. 

It has been already stated that there are about 360 questions 
in all. These schedules, in pait or in \\liole, will be answered on 
behalf of some six-and-a-hall million farms. The unit of tabula- 
tion in 1930 will not be agricultural counties as formrlv, of wbicb 
there were only 3000 ; it w ill n( w be the townships or population 
minor civil divisions, of which there are 55,000. The information 
is proposed to be correlaied hotAveeii every two of the six tenures, 
two Cfiloiirs, twelve size-groups of farms twelve tyjies of farms 
and twelve groups of farm-produets- values. In some cases these 
correlalions are further to be subdivided according to six age 
groups and an equal number of occupancy groups. It will thus. be 
seen that the census task, so cor^.prehensive and so complex, is , 
Herculean and wall probably defy even the mechanical tabulation 

methods of the United Statesi 

f. * ♦ * * ♦ 

The census of manufactures is taken in the United States both 

on a biennial basis and as part of the general decennial census. 
For preparation of the schedules to be used at this Census an 
Advisory Committee had been set up with 26 members comprising 
important manufacturers, economists, statisticians, students of 
labour conditions and others interested in census statistics. In 
all one general schedule and some 166 special schedules will be 
used and the scope of the coming census has been considerably 
expanded. The more important of the new items relate to migra- 
tion in industries, timd in operation and hours of labour, power 
equipment, fuel costs, capital invested, rent and taxes, wage ear- 
ners on some representative data (usually December 16) classified 
by sax and by age, and distribution of sales. Under this last bead 
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classification of sales is io be made over nine iferas in all — other 
maniitactnrers, wholesalers and jobbers, to retailers and so on. 
This iiifonnation is desired in conneetion with the census of dis- 
tribution to complete* or siif)plement the information obtained from 
the vsehediiles filled (iiit for merchants an<l dealers. Moreover the 
value of ]iroducts is to be tlie net selling value at the plant of all 
products actually ship])ed or delivered to customers, instead of, 
as in the ]>reviouh censuses, all "‘products whether sold or not. 
Owin^' however to much controversy havinu’ arisen in regard to the 
obtain in o* of information in re<?ard to sales instead of to ]>rodue- 
tion, the schedult's for certain industries will call as heretofore for 
data on i>rodiicti<)n and not for sales. Another difficulty that has 
not been finally <»'ot oveu* is the exhibition of data of certain indus- 
tries divided into the regional units of the (Vnsus without ^’ivinji^ 
at the same time information of Avhat may amount only to indi- 
vidual firms, because certain industries, like automobiles for 
instance, are so much centrali'-ed, that practically statistics of 
individual concerns so much ov(m shadow the rest. One novel 
feature in the ic])ortino‘ is that a ])reliminary report wu‘11, with a 
minimum of delay almosi immediatelv after the census, be issued 
in the interests of trade and induvstry and >\i]l be followed, wiA 
}{e])orls in the usual wav. coutainim; more detailed and verified 
information. 

* * * * iifr 

It may be stated that censuses of unemployment are, contrary 
to a somewhat prevalent impression, not new. The Federal Govern- 
ment had included inquiries re^ardin^^ unemployment in four 
previous decennial censuses — in 1880, 1800, 1900 and 1910, and 
other States had also conducted additional inquiries from time to 
time for their own ]Mirpose.s. The results of 1880 and 1910 were 
not published for reasons, ainoncr others, owing to lack of interest 
in the subject in those prosperous days, but those of 1890 and 1900 
even are of doubtful value, as having been based mainly on the 
question months unemployed <luring the census year,*' which 
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certainly is a vague and difficult one to answer. It must however 
bo realised that it is no easy task ev^n to get a reliable definition 
ot unemployment, let alone the subsequent working out the career 
of such. But following partly a suggestion n»ade by Professor 
R. Mayo-Smith as early a date as 1899, and ]»artly the basis 
employed by the Union of South Africa for its census in 1921, it 
has been agreed <o define, for the United States census ot 1980, an 
unemployed ]>eison as one wdio is (a; usuaPy employed for wages or 
salary, (b) now able to Avork but (c) out of Avork on the census 
day and (d) bulking ou< I'or a job. In this way the “ can works ’’ 
are hoped la be distinguished trem the * (‘an*t works and the 
“ will Avorks from the “ AAon't works ’ arul the actual (piestions 
on Uie srliediile are the following: 

1. Does this pei^cui usually work ar a gainful occupation? 

2. Does this ]>crson haA^e a job of any kind? 

Question 2 Avill diA'ide those scheduled into two groups, and if 

this person has a job : 

3. Hoav many AA^'eks since hr ha^^ Avorktul on that job? 

4. Why Avas he not at work yesienlay (or the last AAorking 

day) ? 

b. Does he lose a day’s pay tor ,not being at work? 

6. Hoav many days did he work last Aveek? 

T. IIoAA^ many days in a full time week? 
has not a job : 

8. Is he able to work? 

9. fs he looking for a job? 

10. For hoAv many weeks has he been without a job? 

11. Reason tor being out of a job (or for losing his last job) ? 

In addition to this information, the schedule has columns for 

the transcription from the population schedule of data relating to 
age, sex, marital condition, colour, nativity, occupation; whether 
an employer, Avorking on own account, or an employee; and the 
number of persons employed in the family, dependent, unemployed. 
It may be stated that these questions are not very helpful, but 
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prifccticability rather than desirability seems te have bee|^ 
the final criterion in selection of questions for the schedule* The 
questioUvS on this schedule, were like those on other schedules, also, 
determined after len):?thy and painstaking study by officials of the 
Department of Commerce and of the Census Bureau, assisted by 
an advisory council of experts and by many other interested per- 
sons and organisations. 

« « « 

A census of distribution on a nation-wide scale is being taken 
for the first time in 1930 in the TTnited States. The i)ravision in 
the Act authorising this has been included in res])on8e to a wide- 
spread public demand, which itself arose out of the enthusiastic 
reception given by businessmen to certain exi)cri mental censuses 
of distribution in twenty cities taken in 1927 in co-operation with 
the Chamber of (Vnnmerce in the Fnited States. A conference had 
previously been held in 1925 stimulating the interest of ImsiiiesB- 
men in these matters. It should however be stated at once that 
by the term distribution ” is not meant the distribution of 
wealth, as commonly understood in theoretical economics, but is a 
** merchant distribution ” implying a marketing study, and is 
being taken to find the basic facts about the national distributing 
system in the United States in order that these facts may be used 
to make the system more efficient. In general this census Avill 
cover all establishments engaged in trade, wholesale or retail, and 
the subjects of inquiry will include a general description of busi- 
ness naming the classes of goods dealt in, the number of proprie- 
tors of firm, members and the number of enijdoyees, farm products 
bought or taken in from farms, total sales distinguishing (^ash 
from credit sales and classifying certain articles both by volume and 
by value according to i)urchaser such as, wholesalers and jobbers, 
chain stores, retailers, consumers direct or miscellaneous pur- 
chasers, and distinguishing also the township of origin and desti- 
nation. It may not be a perfect questionnaire yet, but it is hoped 
that some knowledge concerning the geographical distribution 
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of buying power of the whole population will 'be available where- 
by Some of the blindness now existing will be taken out of com- 
petition. 

^ IK « ♦ 01 

It may be stated that the Act providing for the Fifteenth and 
subsequent deeennial (ensuses was signed by President Hoover 
on the 18th »lune, 1929, and even as siuh it was too late for the 
census now taken ior Apiil, 193(K This was due to a deadlock 
which arose in the passage of ^he Bill out of a section providing 
the automatic ajfpoiiionment of Kejfresentatives to the United 
States (Congress among the various States. For by the constitu^ 
tion a decennial enumeration c\ tho population is required as 
basis for apportioiimenl, but the constitution simply states that 
the Kepresentatives (now nmounting to a total of 435) “ shall 
be appoitioned among the several states in accordance with the 
respective numbers counting the whole niiiubei of persons in each 
State l)ut excluding Indians not taxed,’’ but no definition of 
“ population,” “ resident ” or ” usual place oi abode ” has ever 
been given. This was sought to be remedied taking the piesent 
(*eiisus as a suitable oppoit unity by leqiiiring the President to 
transmit to Congress a statement showing the population of the 
se\eial States as ascertained by the census and also the number of 
Bepieseiitatives to which each State will be entitled under an 
appoitionment of the then existing total number of Representatives 
by each ot the thiee following methods: (1) as at the last appor- 
tionment, (2) by what is known as the method of “ major frac- 
tions,” and (3) by what is known as the method of ” equal pro- 
])ortioiis.” Then the Congress would proceed to pass a law accord- 
ing to any one of these methods, but if it fails, the law provides 
tor an automatic apportionment as by method (1). If however 
the President fails to submit the statements required from him 
within one month after the (^ongress meets in regular session, 
these provisions of the law have no effect. Consequently a very“ 
heavy responsibility vests with the Bureau of Census, for unless it 
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is prepared to bear the onus of null.vfying the law, it must have 
its count ol population completed and apportionment tables ready 
by the time the Congress meets in December, 15:130. 

K. B. Maohava. 


LABOUB 

We understand that Mr. X. M. Josiii, M.L.A., and a member 
ol the Koyal Commission on Labour, has been invited to attend 
the Hound Table Conlerence to be held in Ijondun in October, 
e aie suie that in his expeiienced and capable 
“Kpeiesis ol the woiking clashes in India will not go by default, 
better person could have been selecteil to lepresent the workers in 
India. 


We note with }deasure that the I hairman ol the lalcuUa 
iiamwa;ss Com])any at a recent meeting spoke in terms ol high 
praise oi the company's jiiotoimen and conductors in uirrying on 
their duties in lace ol great ]>ersonul danger during the recent 
riots in Calcutta. Men who thus laithtuliy discharge theii duly, 
especially in public utility seivices, deserve special gratitude ol 
the public. It is well the Chainuan ol this jiaiticulaj Company 
reeoideil in public meeting the courageous services rendered by the 
employees. 


It was a great move forward when the AlLlndia Kaiiwaymen^s 
Federation representatives led by Mr. V. \'. (iiii, General 'Secre> 
tary, met the representatives of the Kaihvay Buaid on the Kith and 
ITth June, 1930, at Simla. We congratulate the Government in 
adhering to their policy of meeting the workers' representatives 
as declared by Sir George Kainy on the 2Sth February ol this 
year. It is certain that .such meetings ol the two sides will go 

a very cosy way to make tor the smooth and etticient working of 
the Railways of India. 
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Mr. T. G. Bussell, Chief Commissioner of Railways, in wel- 
coming the representatives of the Railwaymen made it clear that 
the authorities had been much assisted by the representation and 
discussions of the Railwaymen’s Federation and hoped the Unions 
in their turn would feel confident of the (government’s attitude 
of trust towards them. , 

The Agenda suggested by the Federation and accepted by the 
Board included the following subjects : — The Qi.T.P. Railway 
strike, (ii) Rules relating to discharge and dismisral of railway 
employees, (iii) I^ave Rules, (iv) lielations between Heilways and 
Railway Unions and betw^een the Federation and the Railway 
Board, (v) Wages cpiesticm, (vi) (ither matters relating to the 
demands put forward by the Fed^^ration in May, 1929 (v‘i) Hours 
of employment and periods cf rest iV’ railw^av employees. 

Thus it is clear from the Agenda that matters of the greatest 
importance were taken up for discussion. Thereby demonstrating 
to the world at large that such meetings were not to assemble for 
mere show, but for hard and serious w^ork. We hope these meet- 
ings and exchange of views will steadily grow in their purpose 
for the good of all concerned. 

Amongst the various items regarding the reinstatement of the 
G.T.P. Strikers, it was com^eded by the Bbard that all those 
Strikers who joined Iwfore the 17th March, 1930 or were put upon 
the waiting-list would be treated as reinstated and not as 
re-employed. This means that the men so taken ba(^k could count 
their past service and all the attached privileges. Though a great 
gain secured ! It must be frankly admitted that the Railway 
Board met the Federation’s demands in most cases and showed 
willingness to consider other points sympathetically. 

The Federation washed to do «away with the distinction be- 
tween dismissal and discharge. But the Board were not prepared 
to accede to this reqiiest, and we think rightly. Discharge is 
when a worker is not needed due to retrenchment or other Eco- 
nomic cause. But dismissal is action which is exercised when a 
F. 13 
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worker is not kept on for (liMciplinary reasons. But the Bioard 
pointed out that eases of (Hsn)issal beeause of their seriousness were 
therefore left in the hands only of the Heads of Departments or 
the Divisional SuiKuintendent. This power however was deligated 
to selected senior subordinates. It is this to wliieh the Federa- 
tion were much o])posed. , 

With regard to the question of retrenchment the Federation 
emphasised ihat })lock retrenchment caused acute hardship and 
unemployment and that it sliould be avoided and whenever contem- 
])lated the Tiocal Unions should be taken into confidence to avoid 
misunde]\standin«‘. The Board reiterated their policy made public 
on 17th May, 1!)3B, saying that tliey could not bind themselves 
down, but would avoid as far as possible wholesale retrenchment 
and in any case would give recognised Unions timely warning. 

The demand lor an independent medical tribunal in case of 
discharge ol imm lor ])liysical untitness was not granted. The 
(diief (-ommissiojier argued that as the Railways were responsible 
for the safety of the tiavcdling public and as they had theii own 
medical establislimeiii, it was not ]) 0 ssible for them to admit an 
outside bofly to share their responsibility. We feel that in j)riji- 
ciple the Hoard are right, we only hope that when hard cases do 
arise the Board will not hesitate to act considerately. 

The leave jules occasioned much discussion, the Federation 
being distirndly dissatisfied with the new leave rules. The 
Board agreed that the rules were more stringent than Government 
leave rules, but felt they were more liberal towards the lowei' paid 
stafi'. Tt was also ])ointed out that medical leave could not be en- 
joyed by the lower staff except after 20 years service! The Board 
promised to look carefully into this matter, and asked the Agents 
to increase adeijuately the Relieving stafi' on their systems. 

In one word we feel that while not a<;ceding to all the demands 
of the Federation, the Board met most of their ]>oints and promised 
to consider others. But above all the spirit which animated both 
sides was excellent and augurs well for the future. 
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It is significant that despHe moves to the contrary, the Trade 
Union OrganisationvS of both (treat Britain and India are drawing 
closer together in main ways. As an instance is inauguration of 
the India Labour Committee which held its first meeting at the 
House of Commons in May of this year. The objects of the Oom- 
mittee are to work for Dominion vStatus, to assist the Indian Trade 
Union movement and to promote good relations between British 
and Indian Unionists. l\[any promi’^^nt British Unionists like Mr. 
Purcell, Secretary, Manchestci T^ade (^ouncil and Indian 
Unionists like Mi. Shiva Bao are taking part in this movement. 

Yet another instance of a *los.'r union l)etween British and 
Indian Unionists is to Ik* found in tl.e Kxecutive (^ommitiec' of the 
Miners’ U(Mhuation of (rreat Britain having sanctioiK'd us annual 
contrihution of foi thr<'e years foi ;ho organisation of helyi 

and should lead to closer co-o})eiation. This gentnous help was 
the i)ut(ome of a meeting hetwecui Diwan (^hammaii I;al, Mr. Joshi 
and Mr. John (Jitf of th(‘ Labour (Vmimission with Mr. A. J. 
Cook, Miners’ St'cretary and a full Executive of the Miners' Fede- 
ration. 

The Transport Woikers’ Federation also made a substantial 
donation to the All-India Trade Union Federation. This body, as 
will he remembered was formed after the Nag])ur Trade Union 
Congress split last year. 


Industrial disputes in British India during the quarter ended 
last March showed no less than 85 involving 75,000 men and caus- 
ing a loss of 1,582,028 days. Most of these disputes a fl eeted 
Bengal and Bombay. Of Ihese disputes 1(> were over the question 
of wages, 10 over questions of personnel, 4 about leave and hours 
and the rest over miscellaneous matters. Only three ilisputes Tvere 
suceessful, 19 unsuccessful. Seven partially successful and others 
were in progress. The railways were the largest suflerers, then 
jute, cotton and mines least of all. 
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A valuable Grey-Blue report was hours of work in coa,l-mine8 
has been prepared by the International Ijabour Office. The hours 
of work in coal mines has been added as an item on the Agenda 
of the Fourteenth Sessions of International Labour Conference 
held at Geneva on the 10th of June this year. 

Mr. Graham, President of the British Board of Trade, raiwsed 
the question in the lOth session of the Assembly of the Ijeague 
of Nations in September, 1929. As a consequence the governing 
body of the International Tjabour Office convened a Preparatory 
Technical Conference, consiwsting of representatives of governments, 
employees and workers of the principal coal-producing countries of 
Europe which met at Geneva in January, 1930. Nine important 
countries took part in it. The conference after considering ques- 
tions concerning hours of work, wages and conditions of employ- 
ment in coal mines, on the basis of documents prepared by the 
International Labour Offic'e recommended to the Governing Body 
that the discussion of a convention on hours of w^ork in coal mines 
should be placed on the Agenda of the 1939 Conference. 


The Labour Conference by 75 votes to 33 has approved of the 
Draft convention on the hours of work in coal mines, providing for 
a 7f-hour day. 

Dr. Ihiranj])ye announced he wrould vote in favour of th Draft 
convention as he felt India was anxious to secure international 
understanding in a difficxilt and important question which concern- 
ed some countries primarily. He said this did not imply that 
India would necessarily ratify the convention. It is however cer- 
tain we need to shorten the 12-hour day shift we have now on the 
States book. 

The salaried employees, w^ho so far had little legislation on 
their behalf, are now to enjoy an eight-hour day and a 48“hour 
week if the Draft convention passed by the Labour Conference is 
duly ratified by member-states. 
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The Indian Delegations to the Fourteenth International Labour 
Conference again made its mark at Geneva, Of the speeches made 
*we feel that Mr. S. Joshi did well in emphasising the neces- 
sity of the International T^abour Ofl&ce directing their special 
attention to Asiatic Ijabour questions. While it is true that in- 
dustrialization has not reached anywhere near the stage it has 
arrived at in the West, yet we feel that it is jnst in the period 
of change, from a transition from .uediap'^^al conditions of produc- 
tion to the modern factor3r system that the workers need the 
greatest amount of protection. It can be easily established that 
in the case of Asiatic, indeed all cidouied labour, the need for 
such protection is all the greater. We also feel that he was on 
very solid ground when he said that from Africa ih(\se should 
be directed colonial labour representation ro the conference. We 
understand that treaiment and conditions of labour of the African 
workers is far from satisfacWy. Geneva must champion their 
cause. 

We would also strongly endorse Mr. Ojha’s (Employers’ dele- 
gate) contention that the Indian States should be brought under 
the operation of the International T.abour Office, Draft conven- 
tions and recommendations. Ever since factory legislation 
has been instituted in this country, Indian States have remain- 
ed outside its obligations. Unquestionably it gives a distinct 
advantage to the employers or capitalists inside the states. Our 
industries, the very best of them, are not so strongly entrenched 
that they can serenely face this flank attack of industrial competi- 
tion from the Indian States, All their efforts can do is to meet 
the frontal attack of severe competition from abroad. The Im- 
perial Government needs to pay serious attention to this matter. 

However, to be fair to the Indian States, we must say that 
some states like Mysore, Haroda and Travancore have a splendid 
system of factory legislation and we are pleased to note that only 
recently the PTizam too has enacted a satisfactory Factory Act. 

S. K. Budka. 
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INDUSTRY, TRADE, TRANSPORT, ETC. 

The present boyrotl and Siradeshi movetneni has within about 
two months of its inauguration gained tremendously in strength. 
The people have Ihrown themselves into it with an enthusiasm 
such as has never been witnesvsed before. Almost all sections are 
boyeotting foreign cloth and taking to SirndesJn’ cloth particularly 
Khoddar. liar Associations have resolved that their members 
give up foreign clothes and wear Khaddar or dresses of Indian- 
manufactured cloth. Merc*antile firms have cancelled orders for 
foreign cdoth and have decided not to indenI for it for some 
months. Mills and factories are issuing notices to their employers 
to come to tliem in garments made of home-spun or Swadeshi 
fabric's and the employers are willingly obeying those notices. 
Women who were perhaps particularly fond ot foreign cloth be- 
cause of its fineness and lustre have dc'posiHl it from the high 
position it held in their (\stimation and have installed Swadeslii 
cloth preferably Khaddar, eoarse as it is, in its place. More 
than this, they are emerging out of purdah and actively picket- 
ing foreign cloth shops. 

Although the movement is not confined solely to cloth, yet 
it cientres chiefly round that artiede. And, so fai* as that goes, it 
is a God-send to the cotton-mill industry of the country. The 
cotton industry havS been expericmcing an awful depression which 
among other things is due to competition Irom abroad. It badly 
wanted a respite from this comjietition to set its house in order. 
The revenue imiiort duty on cotton piece-goods was raised from 
11 per cent to 15 per cent and an additional }>rotective duty of 
5 per cent on all non-British cotton goods was levic'd at the last 
session of the Legislative Assembly: and, the new duties were 
expected to provide the much-needed interval of relief. They 
might have fulfilled the expectations formed of them though it 
cannot be said that they would certainly have done so to, at any 
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rate, the defsired extent. E\en if they had proved quite effective 
they would have been so in the face of a feeling of opposition to 
tlieni on the j^art of the (onsunier bt»can>se of the high price of 
cloth to him which those measures would have led to. Now, the 
boycott and SiraJf\shi movement gives fully what the duties, if suc- 
(essful, would have given, for it shuts out practically completely all 
foreign competition. And, at the saiu'^' time, it carries wdth it 
the willingness of the people to bay cloth even at a 

sacrifice. It thus rej)iesents a ])iece of extraordinary good for- 
tune to the cotton mills. TTndtn its auspices the millowners can 
easily dispose of tile accumulated stocks aud carry out schemes of 
rationalization which will jmt the miles on a (ompetitive basis 
w'ith their ioreign rivals. If they do this they may be sure of 
a bright tutu re for the cotton iiKiustry o1 tudia but it they resort 
to profiteering as they did in Ibifo-t) and in tlu^ post-W'ar loom they 
will be following a sliort-sighted policy : they w ill gain immediate- 
ly but ultimately they wnll do an irreparable harm to their indus- 
try which is rightly called the national industry of India. The 
Swadeshi spirit that lias been generated will re(*eive a great shock 
and get toned down a good deal. The jreople may also be aiita- 
gonised which no millowner can afford to look calmly on for 
they constitute the ]niucipal sujiport of the cotton industry whether 
as buyers and consumers of its products or otherwise. 

The Millowners Association, Ron hay, have issued a state- 
ment that is very assuring in res])ect of the present situation. 
The statement informs the pnblii* that the millow^ners are awwe 
that no lasting good can accrue to them unless the interests of 
the consumers are j)roperly cared for and that they would do 
what they can to control prices and jrrevent profiteering on the part 
of both the merchants an'd middle-men. As an eviilence of iheir 
good faith the statement says that during the last two or. three 
%veeks the mill jnoducts have been sold at prices current in 
January and February — that is, before the new duties were im- 
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posed and the Swadeshi movement was launched. It also points 
out that although no final conclusion has been reached by the 
Association as to the way in which prices are to be controlled yet 
their proposal is firstly to publish periodically the prices at which 
the mill wares are sold and secondly to appoint a sub-committee 
whose function will be to scrutinize the prices from time to time 
and to go into complaints about profiteering that may be made 
to it. The statement adds that the Association are formulating 
plans for popularizing and marketing the mill products and will 
make them known to the public when they are ready. 

The boycott and Swa/h\s‘hi movement offers the Indian weaver 
also an unlooked-for chance. But he is not in a position to catch 
it by the forelock. Since the 19th century owing to competition 
from machipe-made goods imported or produced in the country he 
has l)een steadily losing ground till today his plight is very sad 
indeed. He is sunk deep in poverty. He hardly earns a living 
wage. He has no capital and is entangled in the meshes of the 
money-lender. He is unorganised and ignorant. He sticks to his 
time-worn machine and methods of production. But these defects 
are not insurmountable if proper help be forthcoming. And the 
J;ime is very propitious for any help to the weaver to bear fruit. 
Hand-loom spun cloth is the fashion of the day and sells like 
anything. Why should not Village-Reivice Leagues, Congress 
Organizations and Government bodies do the needfdl for this 
poor downtrodden human being? All are agreed that his con- 
dition need amelioration and all are anxious to ameliorate it — ^in 
their own way. All should do what they can in this common 
field of action. 


The Department of Industries, the Punjab, are carrying out 
the surveys of the different industries of the Province. A sum- 
mary of the results of the first of these which is ready and whi(!h 
deals with the textile industry the Director of the Information 
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Bureau has supplied to the press for the information of the public. 
The suggestions that appear in it for bettering the lot of the 
weaver are worthy cf note. They aim at doing away with the 
sad lack of capital and knowledge on the part of the weaver, at 
providing marketing facilities for and effecting large sales of the 
wares produced by him, and at removing burdens that weigh 
down the hand-loom industry in its competition with the mill in- 
dustry. They are: (1) that co-operative and commercial societies 
be organized in all important centres of weaving so that the weaver 
and the capitalist might work as a unit — the ore producing 
fabrics and the other supplying capital and knowledge — for mu- 
tual benefit; (2) that supply unions, commission shops and sale de- 
pots be opened at suitable places and the various Government 
departments like the military, pohce, railway, etc., be asked to 
give preference to indigenous products for their requirements*; 
and (3) that the railway freight, the terminal and octroi taxes 
which act as a great handicap to the hand-loom fabrics be reduced. 


■When the new Cotton Tariff Bill was passed at the last ses- 
sion of the Indian Tiegislature it might have been thought that 
Lancashire would submit to the inevitable and move along the 
line of least resistance with regard to the new duties especially 
because the Bill gave a substantial preference to British goods, 
because the fiscal autonomy of India had been much advertised, 
and because India has always felt that Lancavshire has never 
wanted the Indian Cotton-mill Industry to grow. But evidently 
that is not going to be the case. Lancashire regards the pre- 
ference she has obtained as not of much use, the fiscal autonomy 
of India as not real, and the Indian feeling as not worth paying 
attention to. An Association called the Cotton Duties Repeal 
Association has been formed in Lancashire with the object of 
getting the repeal of the Indian cotton duties. The Association 
is going to invite all sections of the industry to unite to bring 
pressure to bear upon th^ Government to withdraw the new tariff. 

FH 
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It is really a pity that Liincanhire should be doing all this— es- 
pecially at the present juncture. 

The Empire Marketing Bioard has published a memorandum 
entitled “ Indian Sunn or Sann Hemp ** which points out that 
the Indian Sunn Hemp has now a unique opportunity of obtain- 
ing a firm foothold on the British market if steps be taken to 
remove the defects of the fibre and bring it up to commercial 
standards. The supply of Russian Hemp to Great Britain has 
much decreased owing to curtailed production there and Great 
Britain is increasingly using Indian Hemp for the manufacture of 
ropes, cables, twines, etc. But the price it fetches is much less 
than what the Italian, Russian or Hungarian Hemps obtain. This 
is mainly due to defects in preparing and marking the article. 
Retting is done in some districts in mud or muddy water with the 
result that much dust and dirt sticks to the fibre and factory 
workers refuse to spin it. And in preparing bales different grades 
are not unoften mixed and adulteration is brought about. These 
defects can be removed and Indian Sunn Hemp can become a very 
valuable article of export from this country. It is cultivated in 
Madras, the United Provinces, Bombay and Sindh and the Central 
Provinces and Berar. The Agricultural Departments in these 
provinces should show the cultivator the right way of preparing 
the product for the market. 


As recommended by the Jayakar Committee the first Con- 
ference on Road Development met at Simla on April 10 under 
the chairmanship of Sir B. N. Mittra, Member-in-charge of the 
Industries and Labour Department. All the provinces were re- 
presented excepting Burma which will have an independent pro- 
gramme. The object of the Conference was to discuss the road 
programmes for the provinces to be undertaken out of the Road 
Development Account. So that the road development should be 
worked out on a consistent plan throughout Indio. Roads wer^ 
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divided into inter-provinciai or trunk roads and roads which are 
feeders to railways, watei'u^ays and trunk roads. The amounts 
that will probably b ' allotted to the provinces vvere announced by 
the chairman as follows : — 


Bs. 


Madias 

.. 12-T lakL 

Bombay 

... 17 20 ,, 

Bengal 

... 13 20 „ 

The TTiiiicd INoviiices 

... 4(i4 ,, 

The Ibiniab 

... „ 

Bihar and (liissa 

... 2-HS „ 

The Central Brovinc^'s 

;i7r) „ 

Indian States 

... 1(! 


Tlu' world is shortly to witiK'ss an enormous increase 

in the prodneiiv(' capacity of the paper and pul]) industry of 
Sweden, Finland, and Norway, pcYiicularly of Sweden. Finance 
is the crux of the problem of industrial development in these 
countries as everywhere at ])re.sert. But money is quite easy in 
Sweden and i< is extremely in Finland and Norway, more so 
in the latter than in the former. 

The additions to production arc expected to be as follows : — 
Sweden — Ground wood, 30,rK)() metric tons; bleached sulphite, 
2,500 tons; unbleached sulphite, 7.500 tons; sulphate, 219,000 tons; 
Kraft i)aper, 40,000 tons; other classes, 7,000 tons. — Finland — two 
plants which are g^oing to begin oi)eratian8 shoiH:ly will produce 

30.000 tons respectively of bleached sulphite and iinbleached sul- 
phite; a third plant 12,000 tons of sulphite pxdp; and a fourth 

8.000 tons paper — Norway-r-a concern 8,000 tons paper. 

The chief increase, it is to be noted, will be in bleached sul- 
phite and sulphate pulp and Kraft paper. This will be so mainly 
because owing to .the development of the artificial silk industry 
in recent years an increased demand in these lines is visualized. 
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But back of the increased prcnluction is also a desire to utilize 
waste in connection with sawmills and reduce costs by mass pro- 
duction. 


An Overseas Trade Development Council has been formed in 
London to deal with export trade problems and will co-operate 
with the Lord Privy Seal to promote employment. The Council 
consists of (iovernment officials and representatives of commerce 
to be assisted by representatives of industry. 

An important company called the Bankers Industrial 
Development Company ’’ has been formed in Britain to facilitate 
the rationalization of the basic industries of that country. The 
comi)any has a nominal capital of £(),0(X),000 divided into 45 
A shares and 15 B shares of ^100, 000 each. The former shares 
have been subscribed by some of ihe most influential British 
banking and financial institutions and the latter by the Securities 
Management Trust, Ltd. 

The Bank of England, it is understood, will have a direct 
concern and controlling voice in two new iron and steel and coal 
companies, named the Lancashire Steel Corporation and the Wigan 
Coal Corporation, that have been formed by an amalgamation of 
five leading compaiues and own a combined capital of iJTJ millions. 


Switzerland is experimenting with ditfereiit fuels to find out 
a substitute for petrol. She imjmrt-s ])eti<)l of the value of 20 
million francs annually and wishes to save the amount. Alcohol 
has been hit at as a good substitute and is being used for all 
military purposes except flying. But ex])oriments are proceeding 
with compressed gas, electricity and wood coal also. 

In the tea industry and trade as in other industries and trades 
the present melancholy situation is duo to production having 
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largely outstripped consumption. Matters can mend themselves 
if i^roduction and consumption are brought within reach of each 
other. The tea intere^^ts are much concerned to bring about such 
a state of things in regard to their commodity. They propose 
to stimulate the consumption of tea on the one hand and to I’e- 
duce its output on the other. To increase the consumption of 
tea they will carry on a huge propaganda in favour of tea-drink- 
ing and imbibing the “ tanin liaoit chiefly in Russia, India 
and the United States of America because these markets are re- 
gaided as having great i)otentialities. To curtail tho output of 
tea they have reached an agreen ent among themselves whereby 
the areas under the 1930 crop will be restricted on the basis of 
the 1929 crop as follows : — 

North India ... ... ... 32,5(X>,(K)0 

South India ... ... ... 4,(XX),(KK) 

Ceylon ... ... ... 11,200, (M)0 

Java and Sumatra ... ... 9,600,000 

The Bareilly Match Factory, a notable example of Indian 
enterprise, has been bought by the Swedish match combine called 
the Western India Match Company. The same is going to be the 
fate of another indigenous match factory which is situated at 
liahore and with whose i)ropiieiors negotiations for its purchase 
are proceeding. 

The electrification of the rural areas of France has been and 
is going on at a very rapid rate. In 1919 only 19 ])er cent of the 
communes had electricity. Today more than (iO per cent of the 
communes containing 80 per cent of the entire population are 
served with it, the degree of electrification reaching 90 per cent 
in 12 departments and 75 per cent in 28 houis. Within the next 
ten years when the prevsent programme will be executed 96 per 
cent of the communes will have electric connection. 

Electricity is as yet but little used as power on the farms 
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but its potentialities in that connection are understood and d'o- 
nionstration is carried on in many districts. 

At the end of March, ItKiO, the number of motor vehicles of 
all kinds registered in Uritish India excluding Native States was 
*172, (iHO of wliich 110,025 were motor cars and 30,181 lorries and 
busses. 

A jjiocession of eight bright blue motor-vans is on a three 
months’ tour in Southern Italy, Sicily and Sardinia carrying on 
agricultural pro])agaiida in those jiarts. The vans contain agri- 
cultural exhibits and are fitted up with pictures and models which 
ordinary peasants can understand to illustrate modern systems of 
agriculture. Books niv distributed and filj)is beaiing* on rural 
life are shown at phu-es where the ]>nK‘ession is on view. 

Agricultural propaganda is a great desideratum in India. The 
Indian peasant all over the country is following the technique of 
agriculture that has come down to him from a remote past. But 
he is not averse to introducing modern methods of production if 
he comes to know what they are and is convinced of their feasibi- 
lity and advantages. The departments of agriculture in the 
various provinces should take in hand the task of explaining to 
him all these things. The agricultural farms that liave been es- 
tablished in some provinces are doing good woik and if the 
l)easant w^ere, off and on, to visit them he can derive great benefit. 
But he is either ignorant of their (existence or is too lazy to go 
to them. Result — the whole thing moves at a snail’s pace and 
India continues poor. What is needed is that the modern system 
of agriculture should be explained and demonstrated to him before 
his village gate as much as possible. The j)iovincial departments 
of agriculture should have motor lorries and vans, fit them up 
with exhibits, pictures and models and send them on tours in their 
respective areas. The showing of films bearing on agricultural life 
should certainly form an important constitiient of the propaganda. 

— G. D. K. 
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Post-Wab Germany, by Prof. K. T. Bhah, M A., Profesflor of Economics, Univer- 
sity of Bombay. Published by Messrs. .D. B. Taranorevala Sons & Co., 

Bombay. Pp. 228. Price Its. 2-8, 

Professor Shah is a well-known fif^'irt in the Indian economic w’orld and 
needs no inlrmluction to Intlian readers. Hif ‘ Post W ar Germany is a. publi- 
cation in book form of a course of five lectures which Ihe professor delivered at 
Bombay under the auspices of the University School of Economic^ and Sociology. 
Beciure J deals with the foundations >f the P'^st-War Reich as a Common- 
wealth ; Lecture 2 with the Reparations prcblem ; Le^^tures 3 and 4 deal with 
the political and economic framework o^ Grermany ; and ihe last l!*‘ctiii*e deals 
with Germany’s future in the comity of nations nd t*s a factor in peace and 
progress. 

The chapter on reparations is a very interesting reading not only as in- 
dicating the wonderful patience of a great nation in adversity but also ar* indi- 
cating bow low victorious nations may descend in being vindictive. Still the 
slow steps through which the problem is being developed affords an instructive 
study in the moral history of nations. 

In dealing with the German Constitution, Professor Shah quotes with evident 
approval certain very interesting features of the country : 

‘ The organisation of the economic life must accord with the principles of 
justice, aim at securing for all conditions of existence worthy of human 
beings.’ 

‘ Every German is under a moral obligation without prejudice to his per- 
sonal liberty, to exercise Ins mental and physical powers in such a 
wa 3 as the welfare of the community requires.’ 

* Every German shall be given a chance to earn aj^liviiig by econom c 
labour, in so far as no suitable w^ork can be found for him, provis on 
18 made for him by the state.’ 

Noble sentiments undoubtedly, but <if what u.se to put them in a constitu- 
tional document? 

Professor Shah appears to be an incorrigible optimist in thinking that the 
state can do everything for the people — a hope which the reviewer is unable to 
share. There are many difficult ' problems involved. Who is to find out who is 
fit for any one kind of w^ork and not for any other? What is going to be the 
cost of a guarantee of a life for all which will be w’orthy of human beings? It 
is very easy to put all so-called rights in a printed document, but in practice it 
)s an open question if these hopes can he realised at all. 

Ill 
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A little later in page 112, Prof. Shah says : Only after ordaining snch 
perfect equality, unassailable by any advantage of birth or caste, can we hope 
to assume to ourselves that with us, only merit shall rule and mediocrity shall 
not govern. It is difficult to understand what exactly Mr. Shah wants. It is 
inconceivable that all advantages could be abolished unless of course Professor 
Shah is able to bring about a Deluge and then recreate a New Heaven and a 
Now Earth from out of his imagination. Aifter all it is a difficult thing to 
prevent mediocrity ruling if you want a democracy of mediocrities. It cannot 
be otherwise. 

Professor Shah finds other happy ideas in the German Constitution as the 
endowment of motherhood and reward for large families. These ideas have very 
carefully to be considered in any country if w’e want to avoid putting a premium 
on idleness and waste. 

Mr. Shah says (page 201) that a socialist reorganisation of society seems to 
be inevitable as the sun and the moon and all the stars. Gne cannot help feel- 
ing that the analogy is extraordinarily unhappy. The sun and the moon and 
all the stars are all there, tliey hnvc not to come yet, but Mr. Shah’s socialist 
society is yet to come. Tt may or it may not come. Tt is still an open <|ueRtion 
whether society w'ould he all the better for making the state the monster rather than 
the capitalist. Tt appears as though Professor Shah wants to read his own 
mental predilections in the evolution of the world. 

. At a later stage Mr. Shah gives us a very interesting survey of the youth move- 
ment in Germany and all its implications. But his characterisation of the move- 
ment as ‘ a revolt against the soulless mechanisation of the age, and a protest of* 
Youth against the greed and lust and stupidity of age,’ appears to mo to be an 
exaggerated appreciation of the Youth but also an unwarranted denunciation of 
other sections of the community. 

Professor Shah is a great admirer of the revolt of the Proletariat, but it is 
something of a double-edged sword. It has potentialities tfor good, but it may 
also annihilate all that is good in the c.ommunity. The crux of Professor Shah’s 
obsession is seen when he quotes w'ith alacrity Mr. Kathenau as indicating a solu- 
tion of all our diffidfclties by ‘ transfoniimg the present commercial structure into 
one of 'perfect equality on the basis of complete equality of worldly possessions — 
all surplus wealth being made over to the state for common benefit in an organis- 
ed, systematic plan.’ This is really Communism with a vengeance, and it may 
be that when wealth is divided equally there may not be any surplus wealth to be 
transferred to the state by the individual to be spent on what Mr. Bhah would 
call the common benefit on an organised or any plan. 

There is no doubt that apart from any opinions expressed Mr. Shah has 
done good service to Indian students interested in the Germany after the war 
by bringing together very valuable materials which are not easily accessible in 
this country. 


Sf V, AyiA^. 
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Women in Modebn India, by Mithan Choksi ^ Eleven C* Gedge. Pp. 16i. 

Price Kb. 4. Published by Messrs. D. B. Taraporevala Sons, Bombay. 

The book containing iifteen papers, contributed by Indian women of out- 
standing fame, such as Mrs Kainaladevi Chattopadhyaya, Miss Tilak, and Miss 
b. Sorabji, appeals at an opportune nioment when India is passing through a 
' crisis and when Indian problems are arresting the attention of the world. The 
hook gives a wonderiully sell-revealing picture ol avvakemn^j Indian womanhood. 
It IS a vivid, authentic, and intimate record ol the many phases oi women’s pro 
gressive work in India. 

The bulk of the essays contributed s^eak of the great '<'ork that has been al- 
ready achieved along social lines. They point out institutions like Hharada Sadan 
and Beva Badan as living monuments of what brave and nobl hearts can 
achieve, towards the uplilt and betterment ol culVeiiiig numamty. Women’s Con 
ferences, Associations and Councils are foinet^ n diHerent parts of India to 
unite women of dihereut comm unities lor considering and tackling social prob- 
lems. Evils like, child-murnage, enforced widowhood, strict purdah, caste auta- 
gocism are fast disappearing under the mtlue^ce ol syt Vmatic and vigorous propa- 
ganda carried on by these councils. The problem of infant and maternal mortality 
IS also being solved, and the maternity and child welfare centres are hard at 
work to raise the masses from their ignorance and superstitions. Much more 
remains to- be done along that line as well as m the new heids of work among 
children and mdustrial workers. 

The remainmg essays deal with the achievements of women, m the held 
of politics, literature and hue arts. 

The greatest triumph of Indian womanhood in the held of politics has been 
their entry into the Eegisiative Councils. Eow nominated women sit m three 
provincial legislatures. In Madras a lady -member is the i>eputy-l^resideni of the 
Council, 

With the awakening of Indian womanhood education is making rapid strides. 
The number of schools and colleges is increasing m all provinces. An All India 
Women’s Conference was organised in 1926 to push forward reforms in edu- 
cation. 

From ages past women have contributed their share m literature. But during 
recent years owing to the spread of general education more and more women are 
coming to the front as novelists, poets, journalists, and dramatists. Women 
poets like Toru Dutt, Aru Butt and Mrs. Naidu have immortalised their names 
by their contribution to English literature. * 

Little has been done by women in painting and music. But the importance 
of these subjects in the education of girls is felt and they are being introduced 
in all schools and colleges, at Bolpur along with the school and college, there ie 
a Kala-Bhavan, a school of art and music, and all girl students attend this school. 

« It ia difficult to convey a correct idea of the value of this work. 

y. 15 



REVIEWS OF BOOSS 


H 

The essays are all written in simp/le language and the contrast in their sub- 
ject-matter makes the book an interesting reading. Every essay throbs with sin- 
cerity and the passions for reform though interpreting themselves, the essayists 
have not allowed their enthusiasm for the cause to get the better of their judg- 
ment, and never once have the hounds of strict impartiality been exceeded. 
Every defect is carefully analysed, and criticism and suggestions for reform, 
are offered. There can be no doubt that the book will be an eye-opener to those 
whose information has been derived solely from works of interested propagandists 
or prejudiced observers. If only it receives the circulation which it deserves 
this noble work will go a long way in removing misconceptions, and restoring 
Indian womanhood to its true place in the opinion of the world. 

M. Uthap. 


GEOCRArHX AND hi AN, by J. T. Goodchdd, M.A. (Sheffield), Professor of Economics 

and Geography, and Dean of the Faculty of Commerce, St. John's College, Agra. 

Published by the National Press, Allahabad. l*p. 148. Price Rs. ‘2. 

In this book Prof. Goodchild has made an analysis of the various geographical 
factors that influence human life and activity. In fact our occupations, and our 
physical, menial and spiritiuil growth are all governed by our surroundings and 
climatic conditions. In studying the effects of environments he considers three 
factors, VIZ., ^1) I’hysical Geography, or the study ol the earth's surface; (2) Geo- 
logy, the study of the earth’s structure, which is mostly neglected; and (3) the 
study of the Primary Occupations, such as hunting, domestication of animals, 
agriculture, etc., in relation to the particular environments in which each has 
developed. 

Besides the effect of environment, Mr. Goodchild mentions two other factors 
in Chapter I, viz., (a) the effect of heredity, which itself can be traced to the 
conditions of life of our ancestors, and (b) man's ejjorts m changing his environ- 
ment to his own advantage. Indeed man has attained a large measure of success 
in combating nature, although most of the forces of nature are beyond his con- 
trol and whose influence he can never escape. In Chapters II to V, the study 
of Earth’s surface is continued with many geographical details from all parts 
of the globe. Thus in Chapter H the formation of different types of coastal 
plains, plateaux, and mountains is discussed at length, and their influence upon 
the lives pf human beings is severally explained. In Chapter III a similar study 
of valleys, rivers, deltas, lakes, coastdines, and soils is made with numerous 
illustrations. The influence of weather conditions upon human life forms the 
subject-matter of Chapter JV. In the Fifth Chapter the effect of vegetation in 
decidous, evergreen and coneferous forests, and of the forest industries upon human 
life is considered. 
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In Chapters VI and VII the canscs of the growth of towns are discussed. Tn 
the latter chapter the effect of transport facilities as influencing ihe distribution of 
population is very well explained and illustrated. In Chapters VIII to X some of the 
primary occupations are dealt with, and the progress of civilisation is very ably 
explained in Chapters XI and XIT. Tn the last chapter the subject of coloni- 
sation is treated, and an explanation of how colonies are formed is given. Also 
the relationship between the settlers and the native people is discussed. 

On the whole, the attempt of Mr. Goodchild is original and well -executed, 
although at certain places the reading beconies rather dull owing to the nu- 
merous geographical details. The hook bhould pre.e useful to the commerce 
students and to those who take the paper on iSconomic Geography for the M.A. 
examination. The gei up of the hook and its printing arc Al, hut the price of 
the book appears to be a little too high, when the size ot the book is taken into 
consideration. 

B. S. Agarwala. 


Economics of Protection in India, by Piof. V. G. Kale, Poona, 1929. Pp. 91. 

Priv^e Re. 1. 

This short monograph consists of a series of lectures w'hich the author deli- 
vered as the Banaih Boadership Lectures at Patna University in 1928. The 
author examines the policy of protection from the theoretical and the practical 
point of view. Serving as a member of the Tariff Board for two years he had 
exceptional opportunititss to study the “ protectionist ” theory and apply it to 
concrete cases. The experience gained in this connection has been fully utilised 
in the preparation of his monograph which will prove an invaluable work of refer- 
ence not only for the advanced student but for the businessman also. Ho is caie- 
ful enough not to burden the monograph with an elaborate discussion of the 
actual working of the I'rotective Tariff and the development of specific industries 
under its regime. Similarly the oft-discussed subject of Imperial Preference in 
its hearing on the economic development of India is omitted. 

Beginning with the discussion of the essential reasons which make nascent 
or struggling industries apply to the state for a measure of protection for a 
temporary period he discusses how and to what extent the grant of protection 
can be made after a 1 borough analysis of the costs of production, the promised 
economies which might lead to a lowering of the cost of production, the sacrifices 
which the consumers might be called upon to make and the ultimate benefit to 
the nation which is w illing to ’make the sacrifices so that a harmonious, many- 
sided, and well -organised development of agriculture, commerce and industries can 
be systematically promoted. The concrete references here and there to the steel, 
the paper, the matches and the cement Industries clarify the lines of reasoning 
adopted by the author. 
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Bumming up his lucid exposition the author aptly, remarks that “ the present 
position and the prospects of industries in India call for an examination ” in the 
light of the economic advantages and limitations of a policy of free trade or 
protection. In the light of such an examination the country has to adopt measures 
for the well-being of the community. As this larger and general question of a 
policy of protection has not been discussed by the Tariff Board, the author has 
done a significant service by drawing attention to this question. 

B. Eamaohandea Eau. 


Co-operation and Rdbal Welfare in India, by B. B. Mukerjee, M.A., B.L. Pub- 
lished by Thacker Spink & Co., Calcutta, 1929. Pp. x-198. Price Bs. 3 only. 

The book under review is an attempt to draw the attention of those interested 
in Bural Problems to the great services which co-operation can render to the c^use 
of rural welfare in India. The wnrk is divided into five chapters. In the 

fiirst chapter the a-uthor has analysed the problem of Bural Welfare, and is of 
opinion that the present decayed condition of the Indian rural life is due to the 
fact that our villages are “ undergoing a rapid transformation. It (rural life) has 
left its old moorings and is gradually drifting away. The custom based on founda- 
tions of the old village community gave it a stability to which it had got itself well 
adjusted, hence it is that the shook and jar of the present upheaval and being 
so keenly felt.” To make it possible for the village people to adapt themselves 
quickly to the demands of the new situation the author considers that ” education 
affords the only lever which can pull up the village community. This 

education must be so planned as to fit in with village life. It 

must be such as can change the whole outlook on life of the 
villager.” 

In Chapter 11 entitled Better Farming the author has analysed the 

causes of agricultural backwardness in Indian villages and has suggested a num- 
ber of ways in which agriculture can be improved. It is while making the sugges- 
tions for improvement that the author has tried to show what co-operation can do 
in the matter. The analysis as well as the methods of approach suggested are 
both clear and convincing. 

In Chapter III entitled Better Business, the author observes that ” Agricul- 
ture has ceased to be a paying industry,” therefore ” the work of the reformer con- 
sists in arresting these disruptive tendencies and in building on these materials the 
village community of the future.” To secure better business for the countryside 
Mr. Mukerjee has emphasised the need of organising co-operative marketing and 
by taking definite illustrations from Bombay and outside India has shown what 
co-operative marketing can do in this direction. 

In Chapter IV we find the author reverting to the educational value of the 
co-operative movement. He observes that ” This co-operative principle is not 
merely an economic principle prescribing a certain course of action in order to 



REVIEWS- OT'&OOKfi 


117 


bring the straggle for existence to a victorions issue. Its spiritual aspect raises 
it above the materialistic plane and sustains it above the din and bustle cl 
everyday strife.” The author looks upon co-operation and that rightly as a great 
educational force and observes that “It is the duty of the co-operators to help 
the Government in tackling the problem oi mass education.” In this chapter a 
great mass of infornmtion is given by the author to show what co-operative move- 
ment has done for education in other parts of the world, specially in Europe^, 

In Chapter V which is the last the author has given ns an account of some 
experiments in Bural Eeconstr action. Here we get an idea of what Mr. Brayne 
succeeded in doing at Giirgaon in the I'unjab, an.! what Mr. V. N. Mehta could 
do at Benares in the United Ihrovin^'es. The work of Sir Rabindra Nath Tagore 
in the villages near Bolpur in Bengal is also succinctly described. After describ- 
ing these various efforts at Bural BeconstruUion the author observes that ” One 
thing clearly emerges, viz., the success of these . ttompts will lie in our looking 
upon the village as a social organism which lives, grows and decays and is capable 
of being revived. Like all organisms, the vitality of the village can be kept 
up not by the application of external stimulus but by developing the different 
limbs and making them strong, . . The work of Bural Beconstruction in India 
consists in revitalising the village organism by bringing back its corporate con- 
sciousness through the strengthening of its limbs.” And this work of revitalising 
who can gainsay the power of co-operation. 

By writing this little but forceful book Mr. Mukerjee has done a valuable 
service to the rural masses in India. The problem of rural reconstruction is so 
urgent and so vital for the regeneration of the life of the Indian nation itself that 
all such efforts as that of Mr. Mukerjee, which try to show us the way should 
always be welcome, 

B. G. Bhatnaoar. 


Economic Principles for Indian Beadbbs, by Dr. Praphulla Chandra Basu, Prin- 
cipal, Holkar College, Indore. Sir Isaac Pitman A Sons, Ltd., London. 
Pp. 348. 1927. Price Bs. 7-6. 

By writing this book Dr. Basu has attempted to remedy a serious defect in 
the study of Economics in India. English and American authors generally explain 
the principles of Economics with the background of social conditions and institutions 
which are alien to the experience of Indian students. Therefore our students some- 
times experience great difficulty in understanding these principles or in applying 
them properly to Indian conditions. The book under review aims at giving the 
principles of Economics with an Indian background, illustrated from the facts 
of Indian life. The book is written in a simple language and will undoubtedly 
prove very useful to college students for whom it is primarily written. 
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The book has been divided into the following six parts — Introduction, Produc- 
tion, Exchange, Distribution, Consumption and Public Finance. Under Ex- 
change, theories of value, International Trade, Free Trade and Protection, 
Money, Credit, System of Banking, Co-operative Credit and Indian Currency 
and Exchange have been briefly dealt with. Thus nearly the whole field of 
jBconoinics has been covered, though the treatment of some parts has necessarily 
been very brief and discussions of divergent opinions among Economic writers 
on some imj)ortant i>robleinB have been deliberately avoided. 

The author has admitted in the Preface that with the exception of a law in 
Consumption there is very little new or original in the book. The law which 
was formulated by Dr. Basn for the first time in the Indian Journal of Economics 
(October, 1927), runs as follow^s : — 

“ A unit of consumption is a necessary comfort, or luxury according as its 
consumption and deprivation bring about respectively an increase and a decrease, 
no increase and a decrease, or no increase and no decrease, in the productive 
efficiency of the particular consumer at a given time and a given place ! We think 
that the law requires a slight modification in accordance with the suggestion 
of Mr. J. K. Mehta contained in an article published in the Indian Journal of 
Economics for April, 1929. 

The book will also prove useful to the wider public who have little time or 
opportunity to go to lug books for a working knowledge of economic principles 
in general. 

Day A Bhankar Dubby. 

Prof. Phadke has presented a very clear exposition of birth control. There 
is no question that the control of the size of a family is a pressing problem of the 
day on economic and hygienic grounds, specially in a country like India where 
imma/fcure marriages are the order of the day. Eugenics is to be preached more and 
more in India — it is a pitiable night to see the pale and sickly appearance of 
child-mother, who should be a picture of health, roaming about full of buoyancy 
and life. The eyes of the orthodox should be opened by reality. Prof. Phadke’s 
book says that menstruation is not synonymous with sexual maturity. The book 
is heartily recommended to Indians. 

B. K. M. 

Great Britain from Adam Smith to the Present Day, by C. K. Fay. Long- 
mans, Green & Co., Ltd., London. 1928, Pp. 458. Price 12-6 net. 

This is a noteworthy work on the economic history of Great Britain from the 
dawn of the IStb century to the present times. It opens with an essay on the 
Wealth of Nations the publication of which in 1776 was perhaps the most 
notable event of the 18th century. The Wealth of Nations rang out the old and 
ushered in the new in e.cOnomic affairs; it smashed the Mercantile doctrine apd 
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founded a new science (p. 6). The et-say discusses the environment of Adam Smith, 
his predecessors, the merits and demerits of the Wealth of Nations t and ita 
influence on economic life. 

The essay is followed oy the topic proper of the work, viz.t the economic 
history of Great Britain during the period referred to. This is divided into, 
four parts. Part I, Fiscal Policy and Finance describes the financial policy of 
Walpole, T’itt, Huskisson, l*cel, Gladstone, Joseph Chamberlain and McKenna. 

It tells us how the policy of free-trade wbich res died its culminating point about 
the middle of the 19th century, and foHot.ad throughout that century, haa» ’ 
during the present century, been, under the stiess of changed conditions, yield- 
ing place to Imperial preference ‘ thougn theie has been no overt breach in the 
flscal system of the country ’ (p. 86). The changed conditions leading to the 

change in the fiscal policy are described thus : When the v;orld lived on Lan- 

cashire cotton, Cardiff coals and ihc lionaon mone.; market, the policy of free- 
trade was justified by the facte But this situation passed away with the war. 

In the early days of the imlustriai resolution other (ouiitries had to adjust them- 
selves to the fiscal policy of Great Britain in be’* auibigiious course towards 
laitsez laire. . . . T<iday it is the task of Great Britain to adjust herself to a 
world scheiue in which the open market is always disappearing over the edge of 
the fiscal horizon ” (p, 323). 

Part 11, Trade and Transport concerns itself with Great Britain’s foreign 
trade, ports and shipping, roads and canals, railways and motor transport, and 
posts and telegraphs. Part III, Agriculture ard Industry discusses the improve- 
ments in agricultural methods and technique, the use of steam power, the course 
of mechanical inventions and their employment m different industries, and the 
rise and growth of the iron and steel, the textile and other industries. This part 
revolves round the developnient of the iron and steel industry as it was this that 
revolutioni&ed industry and made our age an Age of Steel. The development of 
the steel industry the world owes to three Englishmen, Bessemer who invented 
the ‘ converter ’ (3856), Siemens who produced the ‘ open hearth process ’ (1866), 
and Gilchrist Thomas who is responsible for the ’ basic ’ process (1878) (p. 273). 
Part IV, 3dfe and Labour narrates the repercussions of the industrial revolu- 
tion on the hie and thought of Great Britain, the origin and spread of the 
labour movement as well as of friendly societies and co-operation and the prob- 
lems connected wdtb these. 

We welcome the work. It represents a comprehensive and illuminating study 
of Economic Britain during the period 1700 — 1926. 


G. D. E. 
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CURRENCY IN SHIVAJl'S KINGDOM 

BT 

Prof. V. G. Kale, 

Poona 

Some very interesting- documents relating to the times of 
Shivaji, the founder of the Mahratta Empire, have been recently 
published by the Bkarata Itihasa Sanshodkana Mcmdala (Indian 
Historical Research Society) of Poena, which are calculated to 
throw valuable light upon the economic and social life of the people 
of Maharashtra in the seventeenth century. Of coui'se, the material 
that is even now available, for writing a connected, full and 
satisfactory history of Shivaji and his times, is far from adequate, 
and those conversant with the subject, are aware how there are 
gaps and doubtful points in the story of the Mahrattas of those 
days, which remain to be negotiated and cleared. Only contempor- 
ary records of facts and evj?nts, whose genuineness it is not possible 
to question, will really help in this matter, and it is encouraging 
to notice that enthusiastic and sustained efforts are b(ung vigor- 
ously made in Mahai’ashtra to search for and sec ure every scrap of 
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paper in Persian, English, French and Dutch as well as in Maratki, 
that is calculated to contribute to our knowledge of the early 
history of the Mahratta people. The inherent difficulties of the 
task are obvious, but from the number of the useful authentic 
documents which have been recently unearthed from their 
neglected or jealously guarded hiding places, it is permissible to 
hope that in a few years the material will reach a volume that will 
go a long way in satisfying the needs of an exacting historian. 

Research workers have so far almost concentrated their atten- 
tion on political events, the fixing of dates, discussion of disputed 
opinions and filling up of gaps. The economic side of history has 
been sadly neglected, owing mainly to lack of interest and 
materials and also to the primary importance of constructing a 
connected and intelligible story of Shivaji’s career. It is, there- 
fore, worth while attempting to put life into the dry bones of the 
documents of economic significance which have beeJn already 
published. Original, authentic records in Marathi are extremely 
valuable for this purpose. It is said by one school of historians 
who have dealt with these documents that they are an unreliable 
guide inasmuch as many of them are fabrications. But those who 
have actually seen, studied and used these papers very properly 
object to this indiscriminate condemnation as prejudiced and 
ignorant exaggeration. Surely the critical acumen of a keen- 
witted student of history ought to enable him to extract truth even 
from records which are not all he would wish them to be. Apart 
from this altogether, the Marathi papers which have been and are 
being published, undoubtedly constitute an exceedingly reliable 
and fruitful source of information bearing on the history of the 
Mahratta people. So far as its economic side is concerned, the 
material is indeed inadequate, but such as it is, it is absolutely 
dependable and suggestive. 

We shall, in this article, confine our attention to references 
to the currency that was in use in Maharashtra during the 
seventeenth century. The coins that are frequently referred to in 
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the published documents, are kons^ rupees, takkas and fukkai, 
larees bein^ mentioned in papers rolating- to the western coast. 
Both for industrial and monetary uses, g:old appears to have had 
the same fascination for the public mind in Shivaji’s kingdom 
as in the modern world of to-day. There was no fixed standard 
of value, and the various coins, made of gold, silver and copper, 
circulated at their relative market values. The hon is an ancient 
gold coin and is connected by nhylologiscs with the Sanskrit 
surarn/i. It was very common in South India, and particularly 
in the Vijayanagar kingdom. Hons bearing various names are 
mentioned in our documents, ’/ut the ^odmhahi hon predomi- 
nates. Tile power and the p^e-'tige of the Bijapur and other 
Sultans seem to have imparted to their hota a unique measure of 
reliability and acceptability. As an important incident of 
sovereignty, Shivaji had his own hon coined, and specimens of it 
have been found. It will be surprising to know that in spite of 
the very high purchasing power of money in Shivaji’s time, 
compared with what it is to-day, the gold coin was used in those 
days in all kinds of accounts and transactions, though this was, 
of course, impossible in the ordinary day-to-day dealings. Thus 
the land revenue of villages is fixed in terms of hons, and the coin 
figures in a similar manner in royal grants, in loans and in sales 
and purchases of property.^ The mohor is rarely mentioned in the 
documents of our study, and references to it occur, if at all, as a 
piece of bullion rather than as a coin. Banade observes : — 
‘‘ Krishnaji Aiiant Sabhasad, the writer of one of the best bakhars 
of Shivaji and his times, mentions no less than twenty-six different 
sorts of ho7is or gold coins of different values and weights current 
in Southern India in the seventeenth century. Some of these 
apparently bore the names of the sovereigns of Vijayanagar,- such 

1 “ It was the gold coin which enjoyed the largest circulation, and the silver 
rupees were only subsidiary to it. This fact is best evidenced by the sanad grants 
of cash allowances issued by Shivaji ’* — Banade : “ Currencies and Mints under 
Mahratta Bnlet" 
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as Shivaraya, Krishnaraya, Eaniaraya, etc. Blut many more were 
called after the places or towns in which they were coined or issued. 
As the Vijayanao’ar kingdom had ceased to exist after 1564, these 
local currencies must have been allowed to continue by their 
Mahoniedan successors. The Mahomedair rulers of the Deccan 
issued their own oold and silver coins such as the Shahi rupees 
and the Padashahi htnis whieh latter are mentioned by Sabhasad.^'2 
The hot} appears to have weig^hed from 2 t to 31 masas, 
Ac(H)rdino* to llanade, the latter w’eight was quite common in the 
time of the Peshw-as, and presumably the Padashahi hon of 
Shivaji’s time contained the same w^eight of gold. Shivaji^s copper 
pice, known as the shirntutiji, was (‘urrent in Poona till the close 
of the last century, but liis silver rupee has not yet been traced. 
Shivaji’s hon which was oxa(*tlv like the hoti of Sadashivaraya of 
Vijayanagar, w’eighed sliglitly more than three tnasas*^ The hons 
were sj)ok(»n of as Pagodas ” by Europeans, and Mr. MorelaiuP 
t('lls us that he could find no numismatic data showing the precise 
metallic conients of ihe difFerent pagodas and follows the account 
of their values given by Tavernier, Oaf)tain Jervis, ^ howxwer, 
gives us the definite weights, and according to him, the wxight of 
ihe common hon or pagoda w^as 61*2 grains troy, while that of the 
Saiara ])agoda was 50 grains and the Sheerkanee hon of Sholapur 
and Ilalchur weighed 49*5 grains. Following Tavernier, Moreland 
states that the old pagodas of ihv Yijayanagar Empire were at a 
premium as compared with those struck later by the Mahomedan 
rulers of the Deccan. Moreland gives the rupee equivalent of 
the old h(/t} as Ps. 4 to 5 and of the new one as Bs. 3 to 3^. It 
has been calculated^ Avith reference to Akbar’s coins that the ratio 


2 Ibiil. 

3 The Bharafa Jtihasa Maiulars Paiichama Sainniclan Vritta, p. 121. 

4 From Akbar to Atjrangzol). 

6 Captain I. B. Jcrrvis : “ Weights, Measuros and Coins of India.” 

6. V. C. Bendre’s article in the Quarterly Journal of the Bharata Itihaaa 
Mandala, Poona. 
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between gold and silver was 1 :9‘4, and if we suppose that the same 
ratio held g^ood in the Deccan about the time of Shivaji^s birth, 
the current hon in Maharaslicra should have weighed slightly more 
than m(wis or about 58 grains troy. In an old Marathi 
document^ giving the detailed land revenue demand of the govern- 
ment according to the svstem of Malik Ambar, the hon is taken 
at Rs. 8 in value. In a paper dated 1637 a.d. containing parti- 
culars of an account between ceriain pait’^s in Pupa (at present 
in Poona District), we find a mohor valued at Rs. 13; and Rs. 44 
are taken as the e(|uivalenl of 13 honn. One does not 'mow what 
the weight of (his mohor was. .Among the numerous gold coins 
struck in Akbar’s mints there was one which w^eighed 1 tola, 2 
mo.'ios and 4} (junjas and it appears to come very near the above- 
mentioned mohor. We have another record® of market prices in 
Maharashtra dated Shaka 1028, that is, 170t> a.J). in which the 
m.ohor is valued at Rs. 13-13]. What is more interesting in 
this statement of market rates is that w’e have there the relative 
values of gold and silver definitely given. Gold is Rs. 14 per tola 
and silver is 12] vuwis per rupee. The ratio of gold to silver, 
therefore, w orks out at 1 :14| and not at 1 :D'4 as in the case of 
Akbar^s coins as mentioned above. The weight of the mohor 
whose price is quoted in the two price lists referred to already, 
must, therefore, have been about 11 mams and 1 gunja and at 
Rs. 3, the hou must have weighed about 21 masas and at Rs. 3J, 
3 rnasas. We find among Akbar’s gold coins, one approximately 
of this weight, but its value in vsilver is given as Rs. 9 and not 
Rs. 13 as in relation to the Deccan coin. The disparity in the 
ratios of gold to silver may perhaps be accounted for by the fact 
noticed by Ranade, viz., that in North India the silver rupee 
coin circulated most widely and the gold mohor was only a supple- 
mentary coin,’’ while in Southern India the condition of things 

7 “ Maraihyanchya Itibasaclii Badhane,” Vol. 20, p. 19, 

8 “ Purandore Daptar ” I, p- 16, 
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was reversed, especially to the south of the Krishna river. Gold 
beings preferred for the purposes of coinage, the monetary demand 
for silver was small and hence the cheapness of the white metal 
in Southern India as compared with the north. In the earlier 
Mahratta records, the silver coin is less frequently referred to 
than the gold and the copper currency. 

The most interesting monetary unit which we come across in 
these early records is, however, the takka, and it is usually asso- 
ciated on the lower side of value with the rukka and on the higher, 
with the hoji. It is an undoubted fact that 48 rukkas made a 
takka. But the baffling questions that must be asked in this 
connection are, vras this species of money, viz., the takka, merely 
a money of account or was it a coin? If it was a coin, was it made 
of silver or copper? And what were its metallic contents and 
values? We call these questions baffling because not only are 
the takka and the ntkka used in our records also as measures of 
land,^ but they clearly refer to ditferent values as monetary unite 
when they are so used. The word takka was first of all, loosely 
used, as it is used even to-day, to mean money in general and the 
term is used to mean a rupee, I believe, in Bengal at the present 
moment. As a copper coin, the takka is identified with the dam 
of North India and is believed to be equivalent to two pice in value. 
Moreland says: — ‘‘ Tacka is a word which is sometimes difficult 
to interpret. The Dutch took the rupee at 24 of their stuivers, so 
tacka here denotes Akbar’s dam>, about 30 of which at this time 
went to the rupee.’’ In his Indian Economic Life,” Prof. Brij 
Narain says: — “ Now a tacka means 2 pice. 5 or 6 tackas would 
be 10 to 12 pice. If 55 pice are reckoned to the rupee (see below) 
5 or 6 tackas would be equal to 4J to 5J stuivers (24 stuivers^l 
rupee).” The dam was thus equal to 2 pice, but its relation to 
the rupee varied, and in 1637, 50 to 55 pice made the rupee. 

9 The measurement of land as so many takkas or rukkas in the sanada — ^village 
papers of Shivaji’s time — opens up an interesting problem which I hope to discuss 
on another occssion, 
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About 30 to 40 tahicas must, therefore, have gone to the rupee in 
the seventeenth century, if we may strike an average. It is 
curious to note that the paisa is rarely referred to in the earlier 
available Mahratta records in which nikka and its multiples like 
the tiruka and the sasagani abound. The Shivarayi pice was ten 
masas in weight and there was also a double pice or the dhabu 
which weighed 22 ttuisas. This latter coin probably corresponded 
to the takka and the darn, Akbar’s dam is said tc have weighed 
20 viasas and 7 gunjas. We ma^, thus, prosame that the takka 
of the Mahratta records of Shivaji’s time referred to a copper coin 
of somewhat similar weight and vah'e. 

But we have reason to believe, on the strength of authentic 
1 and indisputable evidence, that tne takka must also have been a 
money of account of a higher denomi i rtimi than a dam or a 
dhabu. A silver takica is not knov7n, and a copper takka of such 
a higli denomination as 4 or 5 annas, is inconceivable as a coin, as 
we shall presently see. An order in connection with an Inam, 
dated 1094 a.d., contains the following calculation; — ‘‘Daily 25J 
rukkas, and taking 364 days to the year, the total works out at 
188 takkas and 3 rukkas, which at 12 takkas to the hon, makes 16| 
hons.'^ If the hon is taken at Rs. 3, the takka is equivalent to 
4 annas. In another paper of an earlier date,^® 11 takkas are as 
equivalent to a hoa. In a document of the year 1630 a.d.^^ 481 
takkas have been converted into 45 hons which gives 10^ takkas 
to the ho 7 i. Similar instances may be quoted at libitum, but one 
more reference will suffice. In a statement^^ of market quotations 
for a town in the Satara District, and dated 1660 a.d., the selling 
and buying rates for the hon are given as and 9J takkas. It 
should be noted that the word takkas is qualified by the word 
khurda which precedes it. Now khufda has been defined in the 
liajyavyavahara^Kosha, a compilation prepared by a learned 

10 “ Samartha Sarupvadayachi Kagadapatre,” pp. 45-46. 

11 Shivacharitra S0,hitya, Vol. II, p. 162. 

12 Shivacharitra Pradap. 
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Pandit under the orders of Shivaji himself, to supply Sanskrit 
equivalents for Persian words in administrative terminology, as 
tamra-dravya^^ or copper money. It must, therefore, be tentatively 
concluded that the taklm besides being a copper coin of small 
denomination, must have been a money of account also, about a 
fourth of a rupee in value. Further discussion of this subject 
has to be put off to another article, as the hypothesis advanced 
here needs to be developed and more clearly explained. 

14 A copper coin of the value of a fourth o^ a rupee would have to weigh 
about 20 tolas 1 It is, therefore, an unthinkable j)r()position. 



MORTGAGE DEBT OF MYSORE VILLAGES 


BY 

V. L. D'Souza, B.Coin. (Lend.) 
and 

B. S. KlilskNASWAMIENGAR, M.A. 

1. The Method of Investigatiori. 

Tho investigator oi' mor^g-ige ij'flebteclnebs first turns his 
attention, to the annual reports of the Registration Department, 
hoping to find therein ail the datu he re p.iires for a scientific 
exaniina-tiou of the prohlein. As it usually hapjrens the adminis- 
tration re(‘ords, though they contain mueJ’. useful information, 
are sadly deficient in one or two respects which are fundamental 
to the enquiry. CJonsequently he i • led to the Registry Offices 
themselves wherein all mortgages of the value of Rs. 100 and above 
are compulsorily regishued and those below the sum of Rs. 100 
are registered at the option of the })aities. The registeied docu- 
ments also contain data wliich are certainly more informing than 
those found in the annual re})()rts of the Registration De])artnumt, 
but do not (iomjn-ehend every im]>ortant circumstanee of mortgag- 
ing without a knowledge of which the scientific value of In’s con- 
clusions will he greatly diminished. The investigator therefore 
will not only make use of the annual reports of the Registration 
Dejjartment as well as the detailed records of the* Registry Othces bnt 
will carry out his enquiry to the last stage, viz., an examination 
of the individual mortgages of at least a few typical villages. 
Thereby he will verify the data supplied to him by the official 
agencies and also collect information on all those asjiects of 
mortgages which do not interest the official agencies. 
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This part of the enquiry is concerned with the results of a 
detailed examination of all the mortgages in 128 villages of the 
Mysore State scattered in all parts of the country and represen- 
tative of the dih'erent economic regions. A schedule was drawn 
up with headings and blank spai'es, printed and widely circulated. 
The llevenue Department issued instructions to the local officials 
to aid in the einjuiry and they in their turn sui)ervised the work 
of the Shekdars who weie charged with fhe returns in their own 
particular area. To satisfy ourselves that the returns were 
accurate and fhe schedules properly filled up we visited several ol 
those villages which were selected for the enquiry. Thus every 
saf(»guard has been ado])ted to ensure the accuracy and reliability 
of the original data. Altogether 128 villages were surveyed and 
all the mortgages in thos(' villagers, 1,22() in number, were studied. 
The schedule contained lb columns : — 

1. Name, caste, (xcuipation of the mortgagor. 

2. Name, caste, occupation of the mortgagee. 

3. Total area owned by tlie mortgagor. 

4. Total area mortgaged by the mortgagor. 

T). 'j\)tal area cultivated by the mortgagor. 

b. Total cultivated area mortgaged by the mortgagor. 

7. Year of mortgage. 

5. Pt'i'iod of mortgage. 

9. Gausc^s of mortgage. 

10. Sim])le or usufructuary mortgages. 

11. Mortgage debt. 

12. Rate of interest. 

13. TiJind revenue of the mortgaged land. 

14. Year of redeini)tlon. 

16. Method of redem])tion. 

IG. By whom eft'ecte<l. 
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2r Classiflcation of Mortgages. 



No. of 
Oases 

Area involved 
(in acres) 

Total mortgages in 128 villages 

1220 

12,407 

1. Mortgages by agriculturists ... 

KKil 

9,254 

(a) to agriculturists 

4f)0 

3,985 

(b) to non-agricultarists 

571 

5,269 

2. Mortgages by non-agriculturists 

105 

3,153 

(a) to agriculturists . . 

54 

340 

(b) to non-agriculturists 

111 

2,813 


The sulierit point to be noted is that the ag’ricultiuists have 
m'Ort,n*as*ed rj,2(l9' aoies to non-agTicnltnrists, whih' the latter have 
]nortg‘af»ed only 340 a (res to the former, thus leaving- a balance 
aj>ainst agTieulturists and in favour of non-agriculturists of 4d)20 
acres. The position may be conipared with that of the Punjab. 
Investi^»*ation conducted by the Punjab Board of Economic, Inquiry 
in two assessment circles of that Province showed that there was 
a balance of 871 acies in favour of a^riciiltuiists, th(‘ total area 
mort^’a<?6'd being 21,789 acres, (hie is led to observe that in 
the Mysore villages the non -agriculturist money-le?ider is ])re- 
dominant. The net'd for agricultural credit can be met only to a 
limited extent from the resources of the cultivating villagers.^ 

In all parts of India there is a general impression that land is 
continually passing from agricultural to non-agricultural classes 
and the hereditary cultivating class is being exprojiriated by those 
who do not thtunselves cultivate the land. The Royal Corninission 
on Agriculture ex])ected that evidence would be furnished which 
would confirm the gimeral impression. But outside the Punjab no 

1 Vide Rural Beotion Publication — 5 by Singh and Calvert, p. ‘2. 

[bid — 14 by Akhtar and Calvert, p. 2, 
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figures were placed before tliepa and they had to be content with 
repeating the general information that there is continuous transfer 
of land from the ancestral cultivating classes to non-agriculturists.^ 
The present inquiry shows ihat Mysore is no exception to the 
general rule. In fact the transfer of land is ju’oceeding apace in 
the State and the only way to stop it is by statutory restriction of 
alienation of land such as is brought about by tlu* Land Alienation 
Acts of tlie Punjab and the Central Provinces. The seriousness 
of the position in Mysore is brought out by the figures given below, 
though it must be borne in mind that every mortgage transaction 
does not result in an immediate transfer of iu-o])erty or possession. 

In 490 cases both ]>arties are agriculturists. 

In 571 cases mortgagors are agriculturists and mortgagees 
non - a gr ic ult uri st s . 

In 54 cases mortgagors are non-agriculturivsts and mort- 
gagees agriculturists. 

In 111 cases both parties are non-agriculturists. 

The mortgages in the 128 villages under examination may be 
broadly divided into two clashes — siiiqde and usufructuary, or in 
]>lain language trifhouf and iriih possession respectively. In 
Kannada the foinier are known as Adhara and the latter as Bhogya, 
Almost all mortgages are of tlie sin)ple type. Of the 1,227 
mortgages 1,130 (92 2 per cent) are without possession and only 96 
(7*8 per c'cnt) are with possession. The amounts borrowed under 
ea(di category are Es. 8,48,525-1-5 (94*5 j)er cent) and Rs. 48,873'“9'-6 
(6*5 per cent) respectively. 


3 Vide lUq)()rt of the lioyal Conuiussion on A^a’iciiUiire, p. 121, para 356. 



MORTGAGE DEBT OF MYSORE VILLAGES 


133 


3. Area under Mortgage. 

The classification of the total area niortgatyed by different 
parties in all ihe 128 villa pi‘es is given below. 

Total area owned by the mortgagors ... 19,179 acres. 

Total area mortgaged by the mortgagors . . 12,107 ,, 

Total area cultivated by the mortgagors ... i4,9'i8 ,, 

Total cultivated area mortgaged by the 

mortgagors ... ... ... 10^940 ,, 

Thus 64 per cent of the total area owned is mortgaged while 
of the total cultivated area 78 i)er cent is im iHgaged. The balance 
is the margin available for further mortgaging. The margin 
appears ])articuhirly small when it is nnilised that mortgage is the 
last I'osort of the agriculturist. Prior to the act of mortgage he 
will have involved himself in variou‘' kinds of debt. Rather than 
mortgage his land and suiter his izraf to be lost he would raise 
a loan thai while keeping his land unencumbered would jeopardise 
his economic independence. Tn a village there are sever’al modes 
of obtaining credit: by oral contract Avithout security, by unstamp- 
ed chit, by entry in the sahukar’s iU’ trader’s accounts, by simple 
bond with or AAithout security, by jdedge* of movables by advances on 
growing cro])s, by account current, b;^ simple mortgages and by 
mortgages Avith possession. The modes of incurring debt are 
several and the volume of debt fed constantly from these various 
sources keeps on growing. Expert opinion confirmed by our 
obseTTation in particular areas considers that at the time of the 
harvest three-fourths of the rural peo])le borrow for seed, manure 
or maintenance either grain or njoney. For this enormous load 
of debt the only security of the agriculturist is his cultivated land 
and of this land, as shown by our iiujuiry, be has mortgaged 73 
per cent. 
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4« The Consideration Money. 


Total consideration Rs. 8,9'7,8fXS-10-ll. 

The following iahlo gives the amount advanced hy and owing 
to agriculturists and non-agriculturists: — 


Advanced by agriculturists .. 


Advanced by non-agriculturists | 


to agriculturists 
Rs. 2,90,164-14-5 
to non agriculturists 
Rs. 61,643-3-0 
to agriculturists 
Rs. 4.49,647-0-0 
to non-agriculturists 
Rs. 96,043-9-6 


I Rs. 3,51,708-1-5 


} 


Rs. 5,45,690-9-6 


39 % 


61 % 


Total amount due from agriculturists 
„ ,, advanced by ,, 

Balance against agriculturists 

Total amount advanced by non-agriculturists 
,, ,, due from ,, 

Balance in favour of non-agriculturists 


Rs. 7,39,811-14-5 
Rs. 3,51,708-1-5 
Rs. 3,81^,103-18-0 
Rs. 5.45,690-9-6 
Rs. 1,57,586-12-6 
Rs. 3,^,103-13-0 


The net efVeei of the adA^anees on the agriculturists qua 
agriculturi.sts is not to their advaniuge. 'Jlnue is a very large 
])alance against the agriculturists aiul, as it ha])pens in a good 
many cases, the debt may 1 h* li([uidated with tlie consec)uen(*e that 
land is sold or transteucd to the moiigagee who is a sahukar or 
at any rate non-agrieultiirist . As was j)ointed out by tlie J)(H*(*an 
R>ot’s fomniission the debtor in fact defers mortgaging his land 
as lojig as lie can ]uobably because be knows tliat Avhen it is once 
mortgaged he wiW find it very diffieult to raise money fiom others 
and therefore expeiienci' has sboAvn him that the mortgage is the 
beginning of transfi'i to th(‘ sahnkar. 

Tn the 12<S villages the total ('onsideration money amounted to 
Rs. <8,97,198-10-11. The average did^t per village therefore works 
out to Rs. 7,010-14-0. And the avmage debt p(u* mortgagor, there 
being 1,220 mortgagors in 128 Aulb-iges, is represented by 
Rs. 731-15-G. When it is remembered that the average cultivated 
holding in Mysore is (li acres and that the ])redominant form of 
cultivation is dry land an average debt of Rs. 7f31-ir)-r) is very 
considerable. But a figure standing by itself is of very little 
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meaning. To bring oni its real vsignifioanoe it has to be ooinpared 
witli the results of the enquiries made elsewhere. 

Area Average i)ebt 

(1) l(S9f), tlie Madras Presidency lls. 190 per indebtc'd family, 
(t^) 1907, A hmediia gar villages ... Hs. ,S71 per oc'cupant. 

(3) 1918, ]laroda State ... Rs. 450 per individual liolding. 

(4) 1919, Rengal ... Rs. 879 pe. c()-oj)erator. 

(5) 1925, the Punjab . Rs. 0)8 ])er indcdited pioprietor. 

(0) 1929, MysoTc ... Rs. 782 per mortgagor. 

These figures wei(‘ eollecUed in widel;, -sr altered areas, under 
varying conditions, at difYenuit ti.nes and i'or dissimilar units, 
fa<‘tors which diminish tlun’r coi>q)arability . Rut they sho’” beyond 
a doubt at least one thing, tliough not witii ma^dienuitical accuracy, 
that debt in Mysore is a very sevc^re liurden. 

5. Conditions relating to Interest. 

The following tabl(‘ illustiates tlie rat(» ot int(‘r(vs( charged as 
well as the amount of consideration money : 

Kate of InteieRt No. of (-asoH ( ^^T^Hi'i('ratllo^^ Money 


itiid less 14a 2,18,841 

(11-37%) (24-38%) 

Ab()V(' }>% and not pxcecdiiij>- 12% 7(i0 4,31,190 

(58-0%) (54-73%) 

AIhh-o 12% and not exceeding 15% 170 71,824 

(13(54%) (8%) 

AlH)ve 15% and not exceeding 18% 09 24,700 

(5-35%) (2-75%) 

Above 18% and not exceeding 24% 15 9,720 

(1-10%) (2-75%) 

Above 24% 1 40 


(1-07%) 
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It can be stated that the normal rate of interest is in the 
neighbourhood of 12 per ceni. Nicholson estimated the average 
rate on mortgage loans for Madras in 1895 at about 12 per cent^ 
while Darling’s estimate for ihe Punjab in 1925 lay between 9 and 
12 per cent.^ In ihe Mysore vil^iges there were 27 cases where 
interest in kind was taken, the amount of consideration being 
Rs. 82,150. In a few cases -instead of ihe interest being paid in 
money or in kind there was ihe “ Jita ” system by which the 
mortgagor himself or his representative undertakes to serve the 
mortgagee on his land for a stipulated jieriod and do all the 
necessary labour on the mortgagee’s land. vSuch a system is 
indistinguishable from serfdom. 

The rates themselves must not fie taken at their face value, 
for behind the loan transactions there are several invisible items 
which considerably add to the burden of the interest charges. 
Thus discount or commission is frequently deducted from the 
capital and intert'st itself may be deducted in advance to the 
advantage of tin* lender. Or again the amount may be overstated 
and numeious dues and services required o1 the debtor sucli as 
presents of vegetables, services of tanks, gifts of fodder and 
siqiport in dis])utes. Bonds also contain penal rales in case of 
default. All these considerations obtain an added weight from the 
fact that the mortgages geiuualiy represent not a single transac- 
tion between lender and borrower but is the culmination of a 
series of transactions in which interest is piled upon interest. There 
is a jiartienlarly ruinous system existing in the districts of Kolar 
and Tumkur. It is known as the “ Kanthu ” system. The entire 
interest for the full period on the full sum is deducted in advance 
while the capital is made rejiayable in a fixed number of monthly 
instalments. No counter-interest is allowed on the instalments as 
they are paid off. In this way a 10 per cent nominal rate may 

3 Vide Nicholson’s Report re^^ardiiig the possibility of introducing Land and 
Agricultural Banks in the Madras Presidency, Vol. I, p. 234. 

4 The Punjab Peasant in Prosperity and Debt, by Darling, p. 218. 
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beroTiie 20 per eent in tu tiial faei. Nic'holson first drew atfcmtion 
to the “ Kanthii ’’ system as existiiio* in sonn* (listri<;ts in the 
Madras Presidency^ e.;^*., Salem. 

6. Period of Mortgage. 

A statistical analysis of the moiioa^cvs shows lhat in T<>4 cases 
no ])eriod has been s|,«e(*ified, in 32'^ casv's fhe ]MMiod is o years and 
Jess and in 185 cases the period is alnne 5 yt»ars. As a f>‘eneral 
rule the usufructuary mort^af^t's Min fo. a ]>eriod than 

sim])le mortcaf>*C‘^ and mortoaoe^- in tin* hujIikkI disiri< ts arc t>f 
^.»:rea1er duration than those in the niaulrn dislri(1s. 

The significance of tin* lar^<* upnber of niori^’aft*(*s without 
any sjiocdfied j/oriod should no+ lo>,t si^ht of. Tin* morij^a^ec 
does not demand rep/ayment of tht' loan 'vlnui tin* mortf>'aftor is 
in j 4 ’ood f‘ircunistan(‘(*s and tin* s(*cuiity in ^*ood condition but 
atta(hs liiin when he is in financial stiaits and may (*ven coerct* 
him into si^nino* any teini.^. Mon'over nifirt^^aoes on demand or 
for very short ptuiods are not calculated to benefit the mort^a^^or 
for it is not ])ossihle for any loan taken for such ])r()du(*iive ])ur])oses 
as land imjuovcuinmt or ]nn*ehas(» of cattb* to re])laee ils(dt in one 
or two years. 


7. Methods of Redemption. 


1 

Method of Redemption 

1 

No. of 
Cases 

1 

[ Amount 

Percentage 
of the Total 
Amount 


1 ! 

Rs. 


Automatic Redemption 

43 

; 18,044 

i 

2*01 

By sale of lands ... 

74 

30,705 

1 3*42 

By savings 

I 2.56 

; 2,16,295 

! 

1 24 09 

Miscellaneous 

256 1 

1 1,48,023 

16'48 

Not stated ... .. ... ; 

' 661 ! 

4,84,3.30 

1 

54*0 

Total 

1290 ; 

8,97,397 1 

100 


F. 3 
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Writers on rural indebtedness are prone to discuss at great 
length causes of mortgage, rates of interest, size of loans and so 
forth, but they hardly ever include a study of the methods of 
redemption within the scope of their investigation. That subject 
is entirely left to slipshod observation or facile generalisations. 
It is mainly 1o throw light on an aspect of the problem hitherto 
kept in the dark that we included in our schedule a number of 
(piestiops regarding the redemption of debts. The data collected 
has been cjassified under several heads. The results arrived at 
are not very illuminating but are good indications of the extent 
io which* providence and foresight plays in ihe borrowing transac- 
tions of the agriculturists. 

Out of a total of 1,290 mortgage cases there was provision for 
automatic redemption in 43 cases and 25G mortgagas were 
redeemed by savings. They represent only a fourth of the total 
transactions. As regards the remaining three-fourths it must be 
stated that there was no definite arrangement for redemption. In 
as many as 061 eases, a little more than half the number, the 
methods were not stated because there were no methods to state. 
The mortgagor had neither the ability nor the willingness to rescue 
his lands. The mortgagee, on his side, is reluctant to accept 
redemption, the reasons being the same as those adduced by the 
Ilejjort of the lioyal Commission on Agriculture: The repayment 
of capital soundly invested makes it necessary to search for 
another equally profitable investment; mortgages which have been 
in force for a long ])eriod give possession of larger areas for 
smaller sums than do new mortgages; and there is always the 
disinclination of the businessman to lose a satisfactory client. 


S Vide Report of the Royal Commission on Afrricnlture, p. 419, para 364. 
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8. Causes of Mortgaging. 


Particulars 

Expenditure of 
the total consi- 
deration 

Percent- 

age 

1 

Rs. a. p. 


Settlement of prior debts 

4,';6,83a 11 6 

61*0 

Purchase of land 

64,850 0 0 

6-09 

Land improvement 

36,890 0 0 

4T1 

Productive purposes— more than one .. 1 

77,746 6 0 

8*66 

Purchase of family requirements ... 

j 42,209 0 0 ; 

4*7 

Marriage and other social functions . . 

1 33,791 0 0 

! 3-75 

Unproductive purposes— more than one 

' 35,445 0 0 

9-62 

Miscellaneous purposes ... 

1,00,884 9 6 

11*24 

Not stated 

9,950 0 0 

•91 

Total 

8,97,398 10 11 

100 


The list gives the detail of the exi)eiiditure of Its. 8,97,398- 
10-11 which is the total eonsideration. It shows that by far tlie 
largest item amounting to about half the total amount 
settlement of prior debts. The term is somewhat misleading 
because the item in the table does not generally mean a real 
liquidation of the previous debt but an arrangement whereby the 
creditor receives more tangible security than was formerly given. 
A settlement of prior debt thus in many cases amount to a renewal 
of debt. 

The remaining amount of the consideration money that is a 
little under 50 per cent of the total, is expended on productive 
purposes such as land improvement and unproductive purposes such 
as social functions in about equal propoi^tions. 

A noticeable fact in the Table and one which has been 
confirmed by correspondence and experience is the insignificant 
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l)art jilayed by land iiiii)r()venK*iit in tho lionowing prograiunie of 
tlie cultivators. Anytliing that tends to the imi>rovonient of land 
iends io the increase of ])rodiice out of which the original outlay 
on ihe inijiioveiuent and the interest charges can he met. The 
lack of foresight on ihe part of the agriculiurists is best shown 
by ihe comparatively small amounts invested in the digging of 
wells, in the construction of bunds and in ihe dee])ening of tanks. 

9. Land Revenue and Debt. 

The following table is constructed to show the morigag(i debt 
ill terms of land revenue : 


Name of 
District 

No. of 
Villages 
Surveyed 

No. of 
Mortgage 
Cases 

Total 

Mortgage- 

Debt 

Land Reve- | Debt's 
nue of the i Multiple 
Mortgaged of Land 
Land Revenue 




Rs. a. p 

Rs. a. p. i 


Hassan 

4 

48 

59,681-0-0 

1,003-16-0 

59-5 

Chitaldrug ... 

22 

204 

1,46,600-0-0 

2,825-15-0 

51*8 

Bangalore ... 

32 

604 

2,29,248-9-6 

4,682-10-7 

48*9 

Kadur 

16 

105 

1,65,165-0-0 

4,792-4-0 

34-5 

Kolar 

25 

100 

i 89,318-0-U 

2,610-6-9 

34*2 

Tumkur 

14 

; 54 

1,09,636-1-5 

: 3,766-8-8 ’ 

29*1 

Shimoga 

7 

1 60 

71,325-0-0 

2,563-2-0 

27 ’8- 

Total ... 

120 

1,075 

8,70,963-10-11 

22,244-13-0 

39-1 


The sum total of an agriculturist’s debt is not a proper 
measure of his indebtedness. IJis debt must be related to his 
general resources. An agriculturist’s resources are best gauged 
by the ainount of land revenue that he pays, because roughly 
sj)eaking the land revenue a man pays is ])ro])ortioned to the yield 
of his land. Thus in two contiguous taluks the per eapiUi debt may 
be the same, yet if in one taluk it is thirty times the land revenue 
and in the other oidy ten ihe inference is that the former is three 
times as badly off as is the latter. Therefore debt in terms of land 
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revenue, or as it is technically called, debt’s multiple of land 
revenue is the best measure of a landowner’s indebtedness. It 
will enable us to ^ om})are two groups of agriculturists of two 
different traeis of land regarding pressure of debt. 

. The total mortgage debt of the villages represents 39 times 
their land revenue. And as these villages may be regarded as 
tyj)ir*al of the diftereiit agrieiiltimd regions the mortgage indebted- 
ness of the Slafe may be estimatt d as 39 times its land revenue. 
With this multi])le as the stanoard measurement one gets an idea 
of the ])ressure of the debt. On the very conservative supposition 
that land revenue demand re])resents only one-fifth of the net 
iiK'ome of land a multij)le of 39 means that t*ie average mortgagor’s 
debt is ecjiial io about 8 times his annual income. Darling’s 
estimate of the debt’s mubi])le for ihe 1 uniab is 15?* from which he 
reckons the average proprietor’s debt as ecpuil to about throe times 
his annual revenue. Darling judged the burden of the Punjab 
peasant as one that “ can hardly be regarded as light. While 
Darling included in his estimate “ secured ” as well as 
unsecured ” debts, in this enquiry only mortgage debt is taken 
info cousideraiion. The pressure of the mortgage debt alone, as 
Darling’s hypothesis, is out of all ])ro})ortion to the capacity to 
bear it. 


6 Vide DarJiu^’s rimjab I'easHiit in rro»|jcrjty and J)cl)t, p. 10. 
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11 I Setitekora ... ... f Chikanayakanahalli 3 ! 23 36 | 23 36 j 4,400 , 68 12 



Hassan District 
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71 Marikunte 
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85 I Bethingere CloBepet ^ 2 48 48 1,000 48 8 

86 I KumbarakarenahalU ... Do. ... 4 27 ... 27 .. 1300 23 4 

87 1 KakaramaoahaUi ... Do. .. 4 37 ... 37 ... 1.700 39 12 
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li Bettekotekere * Deranahalli ... i 2< ■ 10 } 84 i 10 , 34 6,200 



103 I Gang^enahalli 
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ECONOMICkS of the foreton TTTADE of INDIA 


BY 

S. C. Bose, 

Professor of TIutory and Economics^ Sir ParaJiuramhJmu 
College, Poona. 

That forni^n trade plays a very iaiportant part in th^ econoinie 
life of a modern nation will be ad>‘iitted by all. In days j^one by 
when transport facilities were few and the intereonrse between 
distant eonntries was hazardous, iiiteixui^ioiial commerce played 
a very minor ])art in the ecoxiomic stnic^nre of the w^orld, the 
objects of exchange being mainly restricied to rare and costly 
commodities such as precious stones, silks, spices, ivory and 
similar wares. Develoimients in transport agencies have, however, 
revolutionised international trade. Improvements in the means 
of communication and transportation and greater security of roads 
have made possible long-distance movements of any kind of goods; 
they have transformed the modern world into one immense market. 
No articles are barred now’ from foreign merchandising because of 
w’eight, bulk, cheapness or ;'erishability. Steam and electricity 
have united the farthest regions of the ('arth ; they have placed 
Ihe wheat fields of Canada and the TTnited States, the cattle ranges 
of Argentina, the sheep pastures of Australia and New Zealand 
alongside the flour mills and the textile factories of Great Britain, 
France and Italy. Heavy and bulky commodities are lx»ing moved 
to-day over vast stretches of land and sea wdth greater ease and 
smaller cost than light and compact articles w^ere moved in former 
times. One of the most striking features of modern times is, 

1 S. Litman : Essentials of International Trade, pp. 5-6. 
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therefore, the growth of international relationvs of ever-increasing 
complexity and influence. 2 The volume of world trade has 
multi])lied nuiny-told and its spheres of influence in the economic 
life of the trading (‘ountrit^ have corr(‘S])onding]y widened. 

“ Industrial leadership has generally hecui accompanied hy a 
large foreign trade; and ]>artly for this reason there is a wid('- 
spi’ead notion that tlie volume of her foreign trade is a fairly good 
measure of a country’s ])rospeiity/’^ '^Miis view is wrong, and as 
the same author proceeds to say, “ Mere volume of trade sliows 

nothing A country’s foreign trad(‘ is likcdy to he increas- 

(‘d hy a raj)id advance in those industries which ai(‘ already ahead 
of similar industries in other countiies, Ixu ause sin h an advance 
incr<‘ases Inu* ])ow(*r of exjxirting at a ]n*oflt. Hut luu- foreign trade 
is likely to he lessened or at all evtmts its gjowth is likely to he 
checked hy an advance in those industries in which she is lelativel.N 
**weak; because such an advame will tend to diminish her need of 
exports.’’ 

The mere fact that the volume of our foreign trade has giown 
many times is not, thereiore, in itself a ])roof of a simultaneous 
growth of prosperity [is luis sometimes Ixmu) wrongly su])posed.^ 
To quote another writer; 

“ (Conclusions as to whai a large per enpifa trade means for a 
('ountry can he reached only after a careful investigation of all the 
factors involved in each parti<*ular <*ase. Larger per rfipUft 
ex])orts and impoits may dtmote that a nation is jirosjawous, thai 
it enjoys all the comforts and luxuries which accrm* from a parti- 

2 0. F. : Tlio C'onunerco ol Nalionfi, p. vi. 

3 Marflhnil : Industry ond Trade, pp. 11-15. Alst) sou Bonjainiu ITofire : 
Preferential Trade, p. 65. 

4 ( f. “ Whenever any oiit.sider is venturesome enougli to eritieise the economie 
effects of the policy pursued by the Indian (Tovernmciit during tlie last thirty ycuiri 
in its vigorous efforts to develop the resources of India, the official apologist always 
fakes his stand on the one indispntalilc fact of the rapid increase of the foreign 
trade.” A. K. Connell in the J.R.S.R., June 1885, p. 2a(). 
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cipation in an international exchange of commodities, or it may 
signify that the people live in ah unproductive territory and are 
obliged to give services and to ex{)ort whatever they are able to 
wrest from the soil in order to impoi’t bare necessities, artides of 
simple food and clothing, fuel and building materials, sometimes 
f?ven drinking water, as in the case of Aden, in South Arabia. 

Though, as a whole, foreign Irade has risen much in import- 
ance as can be observed from th^ giov’th of the volume of world 
trade, the degree of importanc'* that it pla>s in the economic life 
of a jieople M’ill, therefore, depend on the following factors : — 

(a) The size of the country and the density of its ])opula- 

tion ; 

(b) The geographic location of tl c coimtry ; 

(c) The volume and character of the country hs natural 

resources ; 

(d) The degree of the e(*onomic development of the (‘ountry 

and the standard of living of its people. 

Foreign trade will play a far more important i)art in the case 
of small countries wilh dense population and scanty agricultural 
resources but industrially well developed, than in that of vast 
and thinly-populated countries with ample agricultural resources 
for industrial progress. Among the former class may be mention- 
ed Euroj)ean countries like the Fniied Kingdom and (Germany, 
while the U.S,A. may be said to belong to the latter group. 
Besides these, the extreme poverty of a (ountry also restricts the 
progress of her 'oreign trade. In this class may be included the 
backward countries of Africa and Asia. 

India may be said to belong partly to the second and partly to 
the third group. On the one hand,, she is a vast country possess- 
ing almost all the vital necessities of life which are required for a 

5 S. Litman : /btd., p. 42. 

6 Ibid., p. 10. 

F. 6 
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modern people. She is not in need of importing food-stnflfs like 
the Northern countries of Europe; she also possesses mineral and 
agricultural resources which, if developed, will be able to satisfy 
her demand for most (3f the manufactured gf>ods. On the other 
hand, she has got a dense population which is poverty-stricken. 
The standard of life is very low and we find that the j)er capit-a 
amount of trade is consequently very small. 

Tru^, foreign trade plays a much less important part in the 
economic life of the Indian peojde than it does in that of the 
commercially advanced nations of Europe. Nevertheless, it must 
be admitted that foreign trade has gradually been playing a more 
and more im]K)rtant part in the economics of our country since 
the establishment of British rule. This can be seen from the rapid 
growth of our foreign trade which has, indeed, been the most 
characteristic feature of all the economic changes India has under- 
♦gone in modern times. Whatever might have been the nature and 
extent of our foreign trade in the past, it can be unhesitatingly said 
that it played quite a negligible part in the economic life of the 
people till the middle of the last century. The same is not true 
to-day. Since the beginning of British rule, along with the 
growth of transport tacilities and world commerce the foreign 
trade of India also has grown greatly in volume. A laige variety 
of articles of (common use has replaced llie luxurious goods of 
ancient trade. This growing trade and its nature have profoundly 
affected our agriculture and industry. They have also raised 
India to a position of eminence in the world market. Trade rela- 
tions have gradually been established with almost all the import- 
ant countries of the world and this growth of trade has come to 
play an equally important part in the economic life of those 
countries as well. Now, the question arises : how far has this 
growth of foreign trade been beneficial to India and added to the 
prosperity of her people? 

The modern theory of International Trade is based on one 
fundamental idea that it is ‘‘ advantageous and benefiting both 
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sides/’ a proposition which we do not contradict. But we do 
not agree with Bastahle that a consideration of what is our 
proportion of gain is after all more a question of scientific curiosity 
than of practical importance.”^ If, for examine, by developing 
her industries, India can multiply the gains Irom her foreign trade, 
tJiere is no reason why she should remain content with only a 
slice which may come to her by ex})orting only raw materials. 
The nature of the commodities e.":changed nur^t, therefore, be 
carefully examined before arriving at a ( vmclusion i\s to what the 
real advantages of a country’s parti(*ipation in foreign irade are.® 
Again, it is also necessary to see as io who (*oiistitnte the two 
sides. It is not always true that they should invariably re])resent 
difi'erent interests. Owing to political subordination or some 
other cause, it may be possible that the so-called exchange of 
goods between two (ountries may really me* n a transaction between 
the people of the same nationality, some at home and some abroad. 
For example, the ex])orts ol tea from a plantation owned and 
managed by Britishers to England and the import of machinery 
in exchange for use in the same ] hintation would mean that the 
mutual gains arising out of the transaction really go to the 
nationals of the same country. The investment of foreign ca])ital 
in a country and the exploitation of her agriculture and industry 
b.\ foreign entrepreneurs, which give rise to the consequent inter- 

7 C. F. Bastable : Ihid.j pp. 20-21, 

^ Cf. “It is not a matter of indifference whether tlie articles concerned in 
imports and exports are destined for final consuinpti<in or for use in further pro- 
duction, i.e., whether they are consumer’s or producer’s goods. Thus the national 
‘economy of a country is certainly more favourably affected when one hundred 
million Marks are used to purchase raw cotton which will be increased in value 
many-fold in succeeding transactions by the industry, than if the hundred millions 
had been expended for coffee to he consumed at the same value. So when 
machinery, electric apparatus, raihvay material, etc., are purchased, which find 
enduring application in the productive process of the country, a different judgment 
must he passed of such transaction than that which is applicable to the importa- 
tion of fashionable articles of w’omen^s apparel which is merely consumed and do 
not survive a single season.” Joseph and Grunzel ; Ect^nomic Protectionism, p. 64. 
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national exchange of goods, do not add to the prosperity of her 
people by trade as such, though their ultimate effects on agri- 
culture and industry may be beneficial. In order to evaluate the 
benefits of foreign trade, the invisible items of trade which indicate 
a country’s gain or loss on this account must be carefully consider- 
ed. The nature of these invisible items of trade which results in 
an excess of exports over imports or vice versa is, therefore, the 
true index to the prosperity or otherwise of a country. 

Twb remarkable features that are observable in the trend of 
our foreign trade since the middle of the last century are the 
preponderance of raw materials in export and of manufactured 
goods in import, and steadily rising excess of exports over 
imports.^ The significance of these two i>oint8 must be closely 
studied before we are in a })osition to ascertain the advantages 
accruing to India by her foreign trade. It is not possible to make 
a statistical analysis so us to arrive at a particular amount of 
value; but an examination of the commodities of trade and their 
influence on agriculture and industry as well as of the cause and 
extent of the excess of exports over imports will indicate in general 
terms the effects of foreign trade on the economic well-being of 
the people. 

The develojmient of foreign trade has greatly affected our 
agriculture. The demand for a large number of Indian agri- 
cultural imoducts has, to a great extent, stimulated theii* cultiva- 
tion. Thus the rise in the output of such agricultural crops as 

9 The first feature is n matter t)f common knouled^^e and does not require any 
further proof from me. As regards the second, the following figures bring out the 
tendency : — 

Annual average 
(value in lakhs of Kb.) 

1437 
2621 
2801 

Bee also, Jatbar and' Heri: Indian Economics, Vol. U, p. 296, the table 
quoted from my unpublished thesis. 


Period 

1860-61'. to 1893-94 
1894-95 to 1913-14 
1914-16 to 1926-27 


Net excess of exports 
over imports 

48,873 

51,130 

36,419 
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oil seeds, cotton, jute and tea, has been very largely due to a 
flourishing export trade. This has not, however, been an unniixed 
good. Ihe production of commercial crops for export pui’poses 
has often retaided the growth of food grains which has 
not kept pace with the rise in ])opulation and the progress of 
exports.^® Nevertheless, it must be admitted that the develop- 
ment of the export trade has very materially added to ihe agn- 
cultural resources of the Indian people. 

It has also been beneficial to the })''ogress of such industries 
as jute and shellac. (.)n the other hand, the import of metals, 
machinery and instruments has helped ^he establishment of modern 
industries in India, such as the cetion, jute and steel industries. 
But the growth of im])orts in most other aitieles has been other 
than beneficial to Indian industiies. The rising imports of sugar 
have seriously aftected the home industry. The imports of cotton 
and woollen manufactures, though they have not actually caused 
a decline of the home industries, have certainly retarded their 
progress. To put briefly, the growth of our export trade has, on 
the whole, been beneficial to our agriculture ; but the effects of 
ihe growing import trade have been mostly injurious to the wel- 
fare of our industries. 

The giow’th of our foreign trade has not, thus, been an un- 
mixed good. What the net addition to the i)rosperity of the 
people as a result of the greater participation in international 
commerce has been is impossible to be expressed in actual figures 
by deducting its adverse effects on industry from its beneficial 
effects on agriculture, though from the rise in the price of agri- 


10 The population of British India rose from *287-3 millions in 1891 to 318*9 
millions in 1921, thus showing an increase of 11 per cent. The total area under 
food crops rose from 187 million acres in 1892-93 to 208 million acres in 1923-24, 
showing also an increase of just 11 per cent. During the same period, the exports 
rose from 20*56 crores of rupees to 60*87 crores, showing an increase of 147 i>er 
cent, while the prices rose by only 74 per cent. vSee, also, K. D. Datta ; Prices 
in India, Vol, 1, Chapter ly. 
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cultural products, and the increasing imports of a number of 
manufactured goods of general use it may be (*onceded that there 
has been some addition to the income of the people. But what 
is more important to note is that foreigners have very materially 
gained by participating in Indian tiade. Whereas the growth of 
our foreign irade has been partially injurious to the welfare of 
this country, its effects on Ihe well-being of other countries have 
been entirely beneficial. 

The ex])orts which have added to the agricultural resources 
of India have, at the same time, led to the industrial development 
and general economic welfare of ihe imi)orting countries, as these 
consisi mainly of raw materials and food grains. Thus the 
existence and jnosperity of ilie Dundee dute-manufacturing 
industry depend solely on ihe im])orts of the Indian raw material. 
The exporis of tea and wheat from India satisfy the vital needs 
of the Britishers; ihose of hides and skins have added to the 
prosperity of the leather-manufa<*iuring industiy in the United 
Kingdom, the U.S.A. and (lermany ; thost‘ of seeds have helped 
ihe growih of ihe oil-mill industry in France and elsewhere; those 
of raw cotton have led io ihe progress of ihe (otton indusiry in 
Japan and elsewhere; and so on. 

As legards the effects of the im})orts which consist mostly of 
manufactured goods, the industries of foreign eountries have 
prospered in direct deiriment io ihose of India. Thus, the 
pjosperity of the l^ancashire cotton industry depends greatly on 
a flourishing trade with India. Java owes fhe j)rosperous condi- 
iion of her sugar indusiry to a large trade with India. So also 
the rising imports of cotton and silk manufactures from Japan 
have led to the expansion of those industries in thai country. But 
such ])rogress in other countries has had injurious effects on similar 
industries in India. Of course, the imporis of such ariicles as 
machinery, metals, etc., for the manufacture of which there did 
not exist a corresijonding Indian industiy meant mutual 
advantage* 



ECONOMICS OF FOREIGN TRADE OF INDIA 159 

On the whole, it may be raid that the share of India in the 
gains arising out of foreign trade must have been small; but the 
other countries have very greatly iJi'otited by trading with India. 
This has been, as will be evident from the above, due to the 
undesirable natiue ot our trade, namely, the exports of law 
mateiials in retuiii for the import of manufactured goods, whieli 
have been detrinnmtal to the interests of our industries. 

Kven supposing that India has been able to ])rof5t to some 
extent by her foreign trad(', a deduction must he made from it 
for the share takeii away hy outsiders. Most of thc‘ profit s^^ arising 
out of the extension of tea and co^Vee cultivation ultimate ly go 
to Ihitish cajiitalists who are the owners of the majority of iho 
])lantations. A ])art of the profits ct the jute industry is also 
taken away by Britishers who (‘ontrol th ' mills. Ifesides these, 
the gains from an actual ])artici])ation in the transa(‘tions of trade 
also go to foreigners who own many (‘ommercial houses all over 
the country. So also the ]nofits from shipping, banking, insurance, 
etc., which are incidental on the international exchange ot goods 
mostly go to foreigners. It will thus be seen that a large' portion 
of even the a])parent gain to India is really enjoyed by outsiders. 

AVe have already remarked about the growing excess of 
expoi'ts over imports. ¥rom the figures given in footnote 9 it will 
be seen that during the (>7 years, LSbO-til to 19t?f)-27, the net excess 
of exj)07‘ts amounted to 13,(14 ciores of ru])ees. In other words, 
merchandise worth 20.3fi crores of rupees has, on the average, been 
annually exy)orted from India in each of these ()7 years for which no 
returns were received in kind. Of this amount the portion which 
goes to me.et the Home Charges excluding interests on loans is 
of a political character, being a sort of tribute ])aid to the sovereign 
country by a subject nation. Account must also be taken of the 
ncAv foreign investments made in India, the tem])orary efre(*t of 


11 We refer to the commercial profits here, though the remark Im true ol 
industrial profits as well. 
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which is a reduction of the foreign liabilities of India, If we, 
1 therefore, suppose that “ A is the net excess of merchandise 
exports, B the investment of foreign capital in India and 

0 the political Home Charges, then we can say that the extra 
gains of foreign trade, besides the natural gains arising out of 
the mere exchange of goods, which go to foreigners are equal 
to A + B-C. 

In this connection, it may be argued that the interest charges 
paid on the investments of foreign capital do not mean a ])ermanent 
loss to the country. For, a ])oor country like India must depend 
on foreign capital to develop her industries and, in the long run, 
the pix)flts derived from the growth of industries more than pay 
for the interest charges. If the foreign capital be had at a reason- 
able rate of fixed interest and is judicnously employed in develop- 
ing industries, the effects of foreign investment, being far from 
harmful, are i)Ositively beneficial. But when foreign investment 
takes the form of companies (incorporated outside India) which 
are owned and managed by foreigners (that has mostly been the 
case with the private investment of foreign capital as distinguished 
from the loans made by the Oovernmenf of India for the ])urposes 
of irrigation and railways), it means only an exploitation of the 
resour(*es of a (‘ountry to eniich the foreigners without adequate 
benefit to the people of the land.^^ In any case, however, the 
exports which are made to meet the liabilities on foreign invest- 
ments mean that a share of the profits arising out of the growth of 
industry and agriculture to the same extent is taken away by 
foreigners. 

To summarise, the development of our foreign trade has, on 

1'2 Such forms of exploitation are most objectionable in the case of mineral 
industries; for, while in the case of an agricultural industry like tea or a manu- 
facturing industry like jute, there is a possibility of the people of the land enjoy- 
ing the full profits of the industries by ultimately taking them over from foreigners, 
Ihe exploitation of mines means a permanent loss of mineral resources which 
cannot be got back and which must sooner or later be altogether exhausted. 
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the whole, been beneficial to the growth of our agriculture but 
detrimental to that of industry. It has been entirely beneficial 
to the countries trading with India. A portion of the gains arising 
out of the growth of agriculture and some of the industries is 
appropriated by non-Indians, as some of the agricultural and manu- 
facturing industries are owned and managed by foreigners. A 
further portion goes to meet the foreign liabilities of India for 
trade purposes such as charges for shipping, banking, insurance, 
etc. 

When allowance is made for all these factors, it may even be 
doubted if the growth of our foreign trade has at all added to the 
prosperity of the country which miPd not have been attained 
without it. 

Without going into the details of iLe tlieory of international 
trade, we may say that the growth of foreign trade is not an end 
in itself ; it is only a means to an end which is the growth of national 
w'elfare and an addition to the economic comforts already enjoyed 
by a i)eople. Under the present political structure of the world 
on the basis of independent and isolated states which necessitates, 
so far as possible, the self-sufficiency and autonomy of the individual 
nationalities, the play of the law of comparative costs must be so 
restricted as to ensure a diversity in production and the mainte- 
nance of as many of the “ key industries as possible. The 
idealistic condition visualised by the classical theorists of a com- 
munity of nations, each concentrating on the production of a 
commodity most suited to it and then a mutual free exchange of 
goods so produced, thus carrying the division of labour to its 
furthest end, ignores the political organisation of the world as it 
is and its consequent result of the clash of interests between one 
country and another. What may be good for humanity at large 
may not be to the best interests of a particular nation in question. 
This conflict of interests between world economy and national 
economy, in which the latter must prevail, makes the feasibility 
of free trade utopian. At the same time, it is ridiculous to think 
P* 6 
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of the other extreme of having a country fully self-sufficient in 
every branch of agriculture and industry and of thus shutting out 
all exchange of goods beyond its frontiers. A happy state of 
circumstances will lie in fully preserving the interests of a country 
and at the same time in adding to the welfare of humanity at 
large, and not ihe sacrifice of national interests for an intangible 
common weal. 

Viewed in this light, it might be argued that a policy of 
developing ihe industries of the countries by judiciously restrict- 
ing the imports of maniifactuied goods and the exports of raw 
materials would have added more to the prosperity of the countries 
than the growth of trade on the lines it has taken place, has done. 
Countries with a scanty population and vast agricultural resources 
may find it for a time profitable to export their raw produce and 
import munufaitured goods in return, in order to satisfy their 
immediate needs and to help the development of their industry 
and agriculture. Want of men is to be compensated for by import- 
ed machinery and its increased use. Hut even these countries 
will find it more profitable after a time to retain the raw materials 
inside the country, turn them into manufactured goods and stop 
as far as possible the imports of foreign manufactures. Such has 
been the case with the U.S.A., Canada and Australia. The increase 
of foreign trade with these countries, though a considerable portion 
of their ex])orts may consist of raw materials, will mean increased 
prosjierity as it means the disposing of the surplus products which 
could not with advantage be consumed within the country and 
would therefore be wasted. 

Again, countries like Kngland, Germany or Japan, with their 
deficient agricultural resources and insufficient food supplies may 

13 r/. “ With countries like Canada and Australia, foreign trade is the source 
of economic life, and prosperity or adversity varies almost in direct ratio to the 
surplus and price of tlicir jiroducts available for export, which is the best means 
they possess of obtaining the resources necessary for the development of their 
territories.” J. W. Koot : The Trade delations of the British Empire, p. 119. 
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find foreign trade an aLsoliite necessity on the growth of which 
the prosperity and well-l>eing of those countries would depend to 
a very great extent. The imports of food-grains supply their 
vital needs while the maintenance and growth of their industries 
have to depend on imported raw materials. Again, a flourishing 
export trade in those manufactures is essentia] to the ])rosperity 
of their industry, foreign trade is, therefore, with such countries, 
a source of economic ])rosperity. 

The case is, however, (hTierent with India. Her case is not 
similar to Australia or Canada, noi can it be compar'^d with that 
of England or Germany. India is a densely -populated country, 
the agricultural resources of which can, with better advantage be 
utilised wifhin the country than exported outside. Idki England, 
India docs not require imports of food-gr; ins to ft'ed her peojile, 
nor floes she require imports of raw materials to develop her 
industries. Hence while with some eountres foreign trade may 
be an absolute necessity on the maintenance and growth of which 
their economic prosjierity will depf nd, such is not the ease with 
India. She possesses enough raw materials to develop her 
industries; she has not to depend on foreign countries for the 
supply of any of her vital needs which can be met with from the 
resources of the country itself; nor is she in want of man-power 
which would, as in Australia or Canada, necessitate the exjiort 
of raw produce to develoj) her economic resources. It, therefore, 
appears to us to he a valid contention that the one-sided growth 
of agriculture to the detriment of the progress of industry, as has 
been caused by the developments in our foreign trade, has not been 
to the best interests of the country and means a sacrifice of national 
economy for the promotion of world economy. The absence of a 
diversity of industries has forced the population to rely mostly on 
agriculture which is largely revS|)onsible for the extreme poverty 
of the people. As Moreland observed in It is a matter of 

common knowledge that the present income of the country, even 
if it were equitably distributed, would not suffice to provide the 
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jx>pulation with even the indispensable elements of a reasonable 
life. This fundamental factor of poverty is unquestionably 
correlated with undue preponderance of agriculture as a means of 
livelihood. 

We, therefore, arrive at the conclusion that though the growth 
of our foreign trade has certainly added to the prosperity of India, 
a policy of developing the industries of the country by restricting 
the free > progress of foreign trade would have been much more 
beneficial. We can, therefore, unhesitatingly assert here that the 
so-called free trade policy of the Government of India which led 
to the unhampered growth of our foreign trade to the disadvantage 
of the industrial ])rogreas of India was a fatal blunder and posi- 
tively injurious to national well-being. The true interests of the 
country were sacrificed to the pursuit of an unsound economic 
theory. A right policy would be a system of protection which 
will guarantee the growth of the various industries of the country 
and at the same time aim at obtaining the maximum amount of 
gain by participation in international exchange of goods. It was 
indeed most unfortunate that an injurious policy was thus pursued 
for over half a century which led to the drifting of our trade to 
its present plight. If a right i)olicy of safeguarding the interests 
of Indian industries were adopted earlier and adequate encourage- 
ment were forthcoming from the Government in developing new 
manufacturing industries, some of our industries would not have 
succumbed to the c‘omi)etition of imported goods nor would have 
our raw njaterials been exported in increasing quantities to the 
detriment of the growth of new industries in India. The task 
has been made difficult by the negligence of more than fifty years. 
Iliut it is no good crying over spilt milk; nor will anything come 
out of pejorating over conditions which prevailed in our country 
a century back. Things must be taken as they are; nevertheless, 

14 Quarterly Review, April 1917, quoted by Profs. P. A. Wadia and G. N. 
Joshi at p. 327 of their “ Wealth of India.” Also compare C. F. Fuchs : The 
Trade Policy of Great Britain and Her Colonies Since 1860, p, 284, 
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we have this consolation that though the task is difficult, its 
ultimate success is guaranteed by the existence of an ample home- 
supply of raw materials an internal market of large dimensions 
and other requirements for industrial progress.^® 

From 1916 onwards, remarkable changes have, however, taken 
place in the commercial and induvstrial policy of the Government; 
and we must express our satisfaction that they have at least 
admitted their fault and discarded iheir former policy in favour 
of one of discriminating protection. True, much remains to be 
done as yet ; but a beginning has been made in the right direction 
and we may expect better things in future. 

We are optimistic. Though at the moment industrial 
depression prevails in India and elsewhere, it will, we hope, soon 
pass away. We are already in right of brighter days, as it were. 
Two of the foremost industries of India, the cotton and steel 
industries, w^hich were acutely suffering from the post-war slump 
following the ])receding boom years, have already been granted 
some measure of relief by having been brought under the scope of 
the changed tariff policy. In the case of some other industries 
also, though protection has not been explicitly granted, the very 
high revenue duties that are at juesent levied have brightened 
their prosi)ects to some extent. The sugar and the silk industries 
may be cited as examples. In short, we may expect the present 
political crisis to be followed by a period of gradual readjustment 
between industry and trade, thereby i)romoting the economic 
welfare of the country as a wdiole. 


^Cf. “India has an abundant supply of raw materials, a plentiful supply 
of labour, adequate capital and a large home market. All these requisites for 
industrial growth and development are thus present nnich more so than in many 
countries which have, without such advantages, attained a commanding position 
In the industrial world.” Fiscal Commission Report (Minute of Dissent, p. 176). 
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Tile loiit and ])i'ioe ilieory still remains in a rather unsatis- 
factory condition. Ever since Ricardo’s conclusion that rent does 
not enter into (‘ost of production was challenged by Jevons 
economists have not been unanimous in their opinion as to the 
relation between rent iind price. Although it is Ricardo’s theory 
that has gained currency, yet economists like Davenport and 
Gustav Cassel have argued against it and have advocated d evens’ 
theory. Sfore recently Mr. H. Gordon Hayes in an article on 
‘‘ Ijand Rent and Prices of Commodities has disc*arded Ricardo’s 
doctrine altogether, and has argued like Jevons that rent does not 
differ from wages so far as its relation with cost and prices is 
concerned. He intro<luces in addition to the extensive ami 
intensive margins a third margin which he calls the Margin of 
Transference, ”2 and observes that in the determination of the 
jirice of commodities the margin of transference is of prime 
importance inasmuch as it is through this margin that shifting 
of lands takes place, and this acts upon the supply of commodities. 

The Margin of Transference ” he says, is the Hamlet in the 
play of jirice-making forces.” Thus he concludes that because of 
the existence of alternative uses of lands rent enters into the price 
of commodities. Mr. H. D. Buchanan has, however, in an article 

1 Published in the Amencan Economic Ueview, June, 1927. 

3 The term was used by Henderson in his Supply and Demand, p. 94r 
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recently published in the Economical pointed out that the analysis, 
of Hayes involves a misinterpretation of Bieardo’s theory. In 
this article Mr. lluchanan has attempted io reconcile the two 
opposite views on the question, and has observed ihat “ the theories 
of Ricardo and Jevons are not antagonisti(’ but complementary ’’ 
— that two different problems with sei)arate hypotheses have 
been confused in the treatment of Rent and Ihice.^^ The present 
j)aper is intended to throw further light on the problem* 

11 

Ricardo’s theory is that price is determined at the margin 
where no rent is paid, so that rent cannot be a component part of 
that cost wdiieh goes to indicate price. On the other hand it is 
price which determines rent, for rent is ‘i differential surplus 
enjoyed by the intra-marginal lands ov’er the marginal land. 
Hence his oft-quoted exijression — “ Corn is Jiot high because rent 
is high, but rent is high because corn is high.’^^ 

John Stuart Mill in his chapter on Rent closely follow^s 
Ricardo, and maintains that “ rent does not really form any part 
of the expenses of production. But in bis chapter on the Theory 
of Value he observes that “ when land capable of yielding rent in 
agriculture is applied to some other i)urpose, the rent which it 
would have thus yielded is an element in cost of production of the 
commodity which it is employed to ju’oduce.”^ 

Now, this hypothesis is the starting point of Jevons who 
remarks that “ Mill edges in as an exceptional case that which 

3 IIiBloritvdl ApproaHi to the Rent and I'rice Theory, Econonuca , June, 1929. 

^ . . . . that corn which is produced by the greatest quantity of labour is 

the regulator of the price of corn ; and rent does not and cannot enter in the least 
degree as a component part of its price.” (Principles of Political Economy and 
Taxation f 3rd Edition, p. 67.) 

5 Ibid., p. 63. 

b Principles of Political Economy, Vol. I, p. 51H. 

7 Ibid,, p. 677. 
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proves to be the rule.”® Mill allows, as a matter of fact, that 
when land which yields lent as pasture is ploughed up, the. rent 
it would yield as a pasture land must be debited against the 
expenses of production of the crop which it is now employed to 
produce. Jevons further develops it and points out that the same 
principle applies between two modes of agricultural employment. 
When land capable of yielding rent in the cultivation of one crop 
is applied to the cultivation of another crop the rent which it is 
capable of yielding in the former case is an element in the cost of 
production of the crop to which it is now shifted. He then draws 
a parallelism between the theory of rent and the theory of wages. 
So far as a single use is concerned, he observes, even wages are 
the effect and not the cause of value, because there is no such 
thing as an absolute cost of labour. It is only when labour is 
taken to be shifting from one emj)loyment to the other, that we 
regard it as forming an element in the cost of production. 
“ When,” he says, “ labour is turned from one employment to 
another the wages it would otherwise have yielded must be debited 
to the expenses of the new product.”^ Thus he concludes that 
rent enters into cost and price as much as wages do. 

Ill 

Ricardo’s analysis holds good so long as we do not take into 
account the alternative uses of land. If lands are not capable of 
shifting for better returns, payment or non payment of rent does 
not affect the supply of agricultural i)roduce, nor, therefore, its 
price.^® But when there is shifting of lands for competing uses, 

6 Theory of Political Economy, p. liii. (Treface to the 2nd Edition). 

9 The Theory of Political Economy, p. Iv (Preface to the 2nd Edition). 

10 The price of agricultural produce is governed by the general conditions of 
demand and supply; and these conditions are not affected by rent. A remission of 
rent, for example, would not have any influence on the demand and supply of 
raw produce. On the one hand, it would merely mean a transference of some 
wealth from the land -owners to the cultivators, so that the aggregate demand 
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rent does enter into (ost of ])roduction and ]n’ice. It lands are 
capable of beinj^ ai)i)lie(l io difVereni crops, the sii])ply of any cro]) 
expands and oonirac ts not only ihronf^h the extensive and intensive 
margins, but also thiouiih a third margin, namely, the Margin 
ot Transference,^’ or, as Mr. Buchanan calls it, the “ Product 
(Changing Margin/' Tins margin is not a ]>oini bui an irregular 
line upon or near io wJiich ther(‘ v.ill be many pieces of land, 
differing greatly in ilu' rimi.' wind) ihey fetch. Jt thus 
coUvsists of thos<* lands wliidi ar( on the margin ot douht as to 
u hetlnu* they shoidd continue to pr(»duce the crop for uhich they 
are enqiloyc'd o; should turn to other ('*’ops. I'he jirice of a ])arti- 
cular cro]) for which tlnv e lands ar(>! cmplov*‘d is tin*. (‘fort* inflinuic- 
('d by the r(‘ni Avhich they are capable of yi(dding if tlu'y tui'u to 
other alternative occ ipiatlons. Thus nut affuts the* su])ply ol 
any (‘ro]) through its (‘ff(‘('t on the su|)]>iy oi lands (unployed tor 
flu* ]>ioduction of that civ.]), ami cons<Mjuently it is a factor deter- 
mining the ])rice of that (‘lO]). 

Mor(*over, a ])ie(‘(* of land which is cultHuible for two crops, 
say, rice and wh(*at, may bi* margiiPtl for rice cultivation and 
intra-marginal for w]u*at. In tliat case, if tlie demand for riet* 
is sucb that the ri((‘-growejs have to diaw that land away from 
wlieat, tliey must ]>ay a rrmt wliich it wouhl yield as a wlu'at land. 
ll(‘i‘(* the land on tin* margin of 7ic(*-culti vat ion yit*lds rent; and 
this forming as it <loos a part of the marginal cost of ])rodu(- 

tion of ri('(*, is a fa<‘tor d(*termining tln^ ])ric(* of ri('<*. If, foi 
t‘xam})le, a. paiticular piec e of land can ])roducc* hoth ri(te and wheat 
at Its. 5 and lls. 4 ]n*r md. res])ectively, and if tin* marginal cost 
of production of rict* is Ks. 4.^, j)er md. and that of wln*at is lls. b jx*! 
md., fhen this land will be cultivated foi- wheat and will yield real. 

woiilfl remain the Rame. On the other hanit. j1 wouhl not meat) any relief to the 
marginal prorhieer, so that the Kupply price \\(»ul(l reman: unaflectetl. ('/. 
Marahall : Principles of Economics : (7th hhlition), ]>, ‘J7. AIko, Picraon ; 
Pfinciples of Economics : A'ol. 1, pp. U5-U0. 

11 Hen(l(‘Cson : Supply and Demand^ p. DU. 

ih 7 
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If, then, the demand for rice rises so much that this land is to be 
drawn away to rice-cultivation, it becomes marginal- with respect 
io ric^, its cost being* higher than that of the land which had been 
at the margin before this transference. But still the cultivator 
who applies this land to rice-growing has got to pay a rent at 
least equal to that which it used to yield in wheat. This rent 
forms a part of the marginal cost of production of rice and thus 
enters into the price of rice. Similarly, the same land may be 
used for different purposes, viz., cultivation, building construction 
and pasture, and that land which is marginal for agricultural 
purposes may be intra-marginal for building construction or for 
pasture. In such circumstances the land on the margin of culti- 
vation yields rent which enters into the price of agricultural 
produce. As a matter of fact, Eicardo^s conception of rent as a 
differential surplus rests on the existence of a no-rent margin ; but 
in view of the existence of alternative uses even the marginal land 
for a particular crop may command rent, and this rent forms a 
part of the price of that crop.12 


IV 

Thus when there are competing uses of land, or in other words, 
when there is a possibility of lands being shifted from one use to 
another, the causal relation runs from rent to price. But when 
there is no such possibility it runs from i)rice to rent. Now, this 
shifting of lands from use to use is possible only in the short 
period, i.e., a period in which a perfect adjustment of the applica- 
tion of lands to different uses has not taken place. In such a 
X>eriod there is a constant shifting of lands from use to use. This 

1'2 This rent is not the same as the rent which is paid by the marginal land 
on account of intensive cultivation. The rent which the marginal land pays for 
intensive cultivation does not enter into price. There is a differential element 
in it. In such a case the price is determined on the basis of the productivity of 
the marginal dose, and the rent paid by the marginal land is the differential 
surplus of the intra-marginal doses over the marginal dose. 
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shiftiBg restilts in changes in the supply of commodities whose 
price is thereby affected. It is here, as we have seen, that the 
margin of transference is effective in the determination of price; 
It may be noted here that in such a period when we allow for a 
shifting of lands between different uses, the sui)ply of land for a 
particular crop cannot be taken to be fixed, so that the peculiar 
characteristic which distinguishes land from capita^ is absent, and 
therefore rent enters into i)rice as much as interest does. Land, 
in such a case, is practically one form of capital, and its income 
is analogous to interest. 

In the long period, however, the distribution of lands between 
different uses is so adjusted that nc prodtable transference from 
one use to another is possible, all lands being used for the different 
purposes in such a way that the margin of tableness is reached 
for every use. At this margin the net returns of all lands are equal. 
''Each crop as Marshajl sa^s, " strives against others for the 
possession of the land, and if any one crop shows signs of being 
more remunerative than before relatively to others, the cultivators 
will devote more of their land and resources to it,’’ so that " in 
equilibrium, oats and hops and every other crop will yield the same 
net return to that outlay of capital and labour, which the cultivator 
is only just induced to apply. This jirinciple holds good not 
only with regard to tlie distribution of lands between different 
crops, but also with regard to the distribution of lands between 
different purposes, viz., cultivation, building construction and 
pasture. In equilibrium conditions, when a perfect adjustment 
of the application of lands to different uses is assumed, price is 
independent of rent; that is to say, a remission of rent does not 
cause any fall in the price of corn nor does a tax on rent cause any 
rise in the price of corn; for, the adjustment is such that a 
remission of rent or a tax on rent does not create any scope for a 
profitable transference of land from one use to another. If, owing 


^ Marshall ; Princiylea of EcononUcSt 7th Edition, p. 436, 
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to any cimTinRkmeefi, flieir ei|iiilil)riuiu is disturbed, it is again 
restored through the opeiaiiou of tbe Principle of Substitution. 

We find, therefore, lliat the whole ])roblein of the relation of 
rent to price turns on ihe tjuestion of the period of thne to which 
vve refer. In the shori ])erio(l, owing io the exislence of alternative 
uses of land, and in view of the elasiiciiy in ihe supply of land for 
individual uses, lent enters into price. In the long period, on the 
other hand, owing to th(‘ iiielast icily in the sup})]y of land, nuit 
does not enter into pri(‘(‘. 

Thus on tile basis of the element of lime the iwo opposite 
theories of Iticaido and Jevons can he harmonized. These two 
(’conomists looked at the ])roblem of rent and price fjoni two 
different standjioinis and hence the\ arriviul at o[)])osite conclusions, 
as they did also with regard to the tluMiry of value. Iticardo, 
while holding that value is determined by I'ost of ])roduction, had 
in view a long-period tcMnhuu'V. devons, on the other hand, liad 
a short period in viinv when he maintained that value is determined 
by final utility. Similarly, Kicardo reteiTed to the long-]i('riod 
tendency when he observed that rent does not enter into price ; and 
J(‘Vons referred to the short ])eriod when he said that rent enters 
into ])rice. So they as also the other (*conomists who have 
followed them and havi* advocated one or tin* othej' of these views 
have taken a one-sided view of things. In fact, each of these 
theories is incomjilete hy itself and ie(|iiires to he sup])lement(Ml 
hy the other in order that a conqilete theory of ]ent and juice may 
he established. All*. Ihichanan also holds p similar opinion, namely, 
that the two theories aie complementary, and that they together 
I'onstitute a, comj>h»t(* theory of rent and juice. Hint he exjilains the 
existence of these ojijmsite th(*ori(*s hy the fact that those wdio hold 
that rent does not foim a ])ait of the exjienses of jiroduction refer 
to a ‘ single nse ’ of land, while those who liold the contrary view’ 
refer to ^ competing uses ’ of laud. That is why he says that 
Air. Gordon Hayes misijiterjuets Kicardo’s theory; for Eicardo, as 
he shows, dealt with raw’ ])roduce as a whole, and regarded land 
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ns having* one use only. At'cncliiig* io Mr. lUichanaii, tlicrefore, 
ilio two iheovios ])i‘esoiit * two iliflemit ])iol)leins ’ with ‘ se])aratn 
liyi)ot hoses.’ As a matter of fact, liowever, they do not present 
tAvo different piohh'ins, ])iit are ratlier two as])eets of the same 
])roblem. 



THE ECONOMIC DEVELOPMENT OF INDIA’^ 


BY 

P. J. Thomas, 

Professor of EconorrUcs, University of Madras. 

Works on Economic History usually deal with past develop- 
ments, but the l)ook before us not merely recounts the recent 
economic history of India, but g^oes elaborately into the principal 
economic problems of the country and critically analyses their 
social as well as economic background. In view of its compre- 
hensiveness of design, its imi)artiality of views and the genuine 
sympathy gleaming through its pages, this "work deserves more 
than a passing notice in the pages of the Indian Journal of 
Economics. 

The author of this treatise is well-fitted to perform the task 
she has set for herself. Mrs. Anstey (Miss Powell as she then 
was) had a bright career at the lx)ndon School of Economics and 
Political Science, and after graduation, she proceeded to India 
and stayed seven years out here with her husband, Mr. Percy 
Anstey who was not merely the Principal of the Sydenham 
College of Commerce but also one of the pioneers in 
Indian economic researidi. On his untiiiiely death, she retum- 
ed to London and was given a place on the staff of her own 
alma mater; and in that capacity she has been in sympathetic 
contact with streams of Indian students pursuing higher economic 
studies in English universities. Her teaching work at the School 
did not prevent Mrs. Anstey from delving deep into the heaps of 

* “ The Economic Development of India,’* by V. Anstey, D.Sc., Longmans, 
J929, pp. 681, Price 26/-. 
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documents on Indian economic history preserved in the India 
Office and other libraries in Ix)ndon and the present work is 
evidently the result of exacting toil in those libraries for several 
years. No wonder that it is one of the best documented that has 
appeared on Indian Kconomies. 

The book covers 581 pages — but it is not a bit too long — and 
is divided into 17 chapters. In the first six, an account is given 
of the fundamental, physical and social factors affecting economic 
development, i.e., natural resources, population, social organisa- 
lion, health conditions and transport facilities. In the next two, 
agricultural de\elopment, agricultural ooHcy and the co-operative 
movement are discussed. Industrial policy comes next and that 
is followed by a detailed account of the development of India’s 
large-scale industries, industrial legislation, foreign trade and 
commercial policy, Indian financial system, and banking and 
currency. In the two concluding chapters, an attempt is made to 
estimate the effects on the prosperity of the people of all the* 
economic developments described, and to envisage the future 
prospects of India in the economic sphere. 

The main thesis of the work is that India is in a state of 
arrested development, owing chiefly to the evils of her unhealthy 
social system, which keeps certain classes depressed and certain 
occupations (the most important from the economic point of view) 
unworthy of being pursued by people of the ‘ upper ’ castes ; which 
leads to the continuing pressure of population on the means of 
subsistence, and which checks all economic enterprise by the 
inertia born of hidebound custom. In spite of the existence of a 
few well-organised industries, a unique system of irrigation and 
efficient transportation services, the outlook of India, according 
to the author, is still essentially mediaeval, as indicated by the 
supremacy of custom, the striking predominance of religion in 
every aspect of life, lack of the ideal of progress, the persistence 
of a ^ static ’ social ideal and the absence of scientific spirit. 

India must not be judged,*' says the author, by its great 
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]K)rts and oilier indnsiiial an‘as. These latter are the sec'iie of 
striking' anachronisms, ^yni])tomatic of tin* direct iin]dn»*einent of 
ili(* modein on tic* inefliaeval. In Ihnnbay, for inslanci', tin' moloi* 
car — driven possihly hy a Paisi lady — dod»(‘s in and out hetw(‘en 
loot-])assenoei s and bullock-carts; tlu' latest ]'roduc1 of the 
uni vt‘i‘siti(‘s j(»1les with ilu' fakir; an(f luoad and bt'auliful sticnds 
look out on th<‘ iiairow aliens of ih(‘ h]asiern bazaa?*.” Thus, 
heavily handieajiped h\ aelvu.se' cii cum^tance.'- . 1h(‘ fransilional 

sta<*'(‘ h(‘t\\(‘(n the nuMliae'val and the* modeun has heem undulx’ 

I j'olono'e (1 in India: and whih' in rectuii tinnvs (Ireat llritain, 
i<dlow{Ml by many other \V(‘<1ern countiies, for<>'('d alu*ad in 
indusfiy and eommei'ct', India, which ]jreviously had Ix'em a maiuc 
laciinine* country, has reunaiiKMl stationary oi* lias inaui jibbexl back- 
wai’ds. Such is the main tlu^^is of tln^ book, and this has laxui 
(daboi'atedy workeel out in the* course* oi its 17 w edl-arraneeMl 
cha])teus. 

That Indian e'conomic devedeipmemt has bee^n ai‘r(‘st(‘el mine* will 
iiuestiem. Neit onl\ has it bt*e*n airesteMl but there has be*eii a decline 
in e‘e!‘tain line's. 'Pill ne'arly the* edeise* of the eio-lite'enth e*entin\>, no 
eejuntry in Mujopt' was the* eejual of Inelia in inelustrial arts; nay, 
iMireijM* was ele'jie'iielent ujiem Inelia tor all ede*»ant ceitton e-lothino-, 
b(‘ it e*alie'e), muslin eir ediintz. Hut within 50 years, Hritain toi-<^e‘d 
ahe*ae], thanks te) he‘r meM-hanie-al inve*nt ieius ; el(*ve*loj)exl a ne*w 
e-ottem industry whose* preiducts eemlel e*asily euitse*!! Inelian eleith 
by the*ir chea])ness ; and e*ve*n Inelia be*e anie inea (*asin»ly di*])t*nd(*nt 
U])on the new Mnolish industry ten* e-alieei ami muslin. Thus, 

mithino' short eif a i e'veilutiem ha|)i)e*neMl in the* eonijiarative* e*cone)mi<* 
jiositiem of elifVe're>nt parts of the woilel. This re'volutieui e ause*ej 
mu(‘h sutVerinj’* in this country. India had a lar<‘e* population 

euio-a^’ed in spinning' and we*avino'; and the export trade eif the Mast 
Inelia Cemipany hael e*nce)ura<»'ed the*se arts and crafts. The? 

c.hea])enine>* eif cottem e loth in lvn»lanel by the meehanie'al processes, 
ami the facilities ereateel by the* railway and the ste'amship tei 
transperrt tlu*in at little e‘X])(*nses ove*r laml and sea, kille*d the 
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export trade of India in cotton g^oods and deprived the Indian 
ar+i'san of his hereditary ocrnpation. An increasing prevSsure t>h 
land, a growing* dependence on agriculture, the Ibsis? of balance 
between agriculiure and manufactures— these were the natural 
results of* this revolution. However, if Indian tnanufat‘tures were 
not wanted, India could at least produc^e the raw materials needed 
for manufacture and with I.anc ashire producing not an ounce of raw 
c^otton, theie arose a growing demand for that commodity*, and 
in train of it for. other similar r'w materials. India, hard hit by 
the de<*ay of her manufactures, took to the production of such raw 
materials; and the East India Toinj any -exertc'd every nerve to 
export year by yc'ar as large a cargo a^ i>c)ssible of those raw 
materials to feed the hungry uiac’Line induvstries and the more 
hungry industrial population of their rothc rc*c)untry. Not only 
raw cotton (which eventually found formidable competitors elsc^- 
whero) and indigo, hut also .jute, cotfee, tea, oilseeds and whc'at 
came to* be ex])orted from India in ever-growing (quantities. Thus 
the nature of Indian ex])ort trade (‘hanged radically; while i)revi- 
ously she had exported maniifacUured goods, her <»xports now 
consist mostly of raw materials whilst her imports arc' ])rinci])Hlly 
manufactured goods. 

Now this is as might have been expected, l^he early stait 
of Jlritain gave hcu* the advantage and (l('])rived otluus of tin* 
markets thc*y ha<l previously enjoyed. Not only India hut Fi‘an(‘e, 
which was till then cMjual (if not superior) to llritain in industrial 
skill, was left behind, and it took many decades for lu^r to ad()]»t 
the new methods and modernize* her manufac*tures. (lermany and 
ir.S.A. had to wait longer before they could adjust tliemselve.s 
tc the needs of machine industry. In the case of India, the delay 
has been much greater; a .‘?tart was made early — the first (‘otton 
mill was started in 1853 — but the pre^gress has been too slow and 
halting. Thus the main thesis of Mrs. Anstey is (juite tenable; 
but a doubt arises when we come to the causes. 

No doubt the rigidity of the caste system and its social strati- 
F. 8 
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fication were formidable difficulties in the way of a rapid industri- 
alization, and it is well to emphasise it. Nevertheless, it may be 
remembered that other factors, equally important, have been in 
operation. Britain and France, with a small and well-knit popula- 
tion were in a position to industrialize themselves without much 
difficulty; but India is a sub-continent, and its teeming millions 
could not adapt themselves so rapidly to the requirements of an 
industrial civilization. For one thing, capital was lacking in 
India. In Britain, centuries of secure government had enabled 
people to accumulate and invest capital, whilst in India insecurity 
of person and property was the normal state of things since the 
halcyon days of the Moghuls, and any large accumulation was not 
possible in such circumstances. 

Blame is frequently laid on Government for the slowness of 
industrial development in India. It must be admitted that this 
criticism is grossly overstated. At any rate, the story of the 
weavers’ thumbs, for example, is too unsupported to be made a 
serious charge against the East India Company’s Government. To 
my mind, the sins of Government, whether under the Company or 
the Crown, are rather those of omission than of commission. 
Until quite recent times, the British Government in India cared 
only for performing the protective functions; even now it has not 
freed itself from its Moghul traditions. A rigid policy of laissez 
faire charac terized all the dealings of Government from the begin- 
ning, and that was modified only where revenue considerations or 
gross suffering to the people called for any modification. As 
Mrs. Anstey rightly points out: “ Up to the end of the nineteenth 
century, the effects of British rule on the prosperity of the people 
were undoubtedly disappointing” (p. 6). Early in the present 
century that policy was modified, first in regard to agriculture and 
next in regard to industries ; and the result is the quickening of 
the pace of economic development during the last 30 years. Even 
then, many obstacles had to be overcome, and vested interests both 
in India and in England had to be placated for taking each step in 
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the promotion of Indian industry and enterprise. The history of 
the Indian tariff in recent times bears eloquent testimony to this. 
It is quite clear that in the present state of keen international 
rivalries, no country could develop, even retain, its industrial 
position without the active help of the State. But the promotion 
of industries is an expensive game in these days, and a foreign 
government will find it hard to raise the revenue and put forth the 
energy needed for an active industrial policy. Hence the conclu- 
sion of the author that until fully responsible government is 
conceded it is to be expected, on the one hand, thait Government 
policy will be subject to drastic (*ritioism, and, on the other, that 
too much reliance will tend to be pkced on it (p. 478). 

Mrs. Anstey has certainly done well to emphasise the retard* 
ing influence of the Indian social system, oat ir.ig not certain that 
she has estimated rightly the part played by religion. Says she, 
on page 46: Eeligion excludes the economic motive and replaces 
it by the ideas of custom and status.^’ This statement is not quite 
true even of Europe, for even the orthodox religion of the Middle 
Ages did not prevent the development of guilds, and much progress 
in geographical exploration and commercial enterprise was made 
under the active patronage of religion. The influence of Puritanism 
on economic development in modern times is also in point. In 
India, some of the classes that are most orthodox in their observance 
of religion happen to be also economically the most forward. The 
Marwaris, the Guzeratis, the Nattukottai Ohettis, the Lingayaths 
and a host of other successful trading classes are certainly among 
the most orthodox followers of Hinduism; but their religion has 
in no way retarded their economic progress. Of some of them the 
•French traveller, Tavernier, said in the seventeenth century that, 
beside them, all the Jews who occupy themselves with money 
in the empire of the Grand Seignior .... would be scarcely 
apprentices. The Jews of Europe are among the most punctili- 
ous in the observance of their religion; what has been, and what 
is their place now, in the industry and finance of Europe? 
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Whilst it does not seem that religion was essentially a drag 
upon economic development, it must be admitted that some of the 
social institutions which have really retarded economic develop- 
ment have a religious sanction behind them. Whilst we do not 
desire that India should l>ecome less religious even if it might make 
it more wealthy, we must agree that an effort should be made to 
examine the validity of some of those socio-religious customs and 
habits which make jieople neither religious nor w^ealthy. But even 
here, the blame (*annot be laid entirely on the people. Except the 
supjiression of Sati nearly a hundred years ago, Government did 
precious little for social reform in this country till the other day. 
A strong national goveinment may easily suppress such evils, but 
a foreign government cannot be expected to push through any 
vigorous i)olicy in. that direction. And in the case of a country 
like India, only strong governmental action will be able to effect 
the changes most needed for ei‘onomic progress. 

The descri})tive account of Indian industries contained in the 
book is perhaps the most easily accessible; the author has brought 
together a wealth of detail, which would keep students of Indian 
Kcononiics heavily indebted to her. Ifut it is not mere detail that 
Mrs. Anstey gives us; all her details are brought under a search- 
ing analysis, which makes the book really valuable. The conclud- 
ing chai)ter is ])eiha])s the most suggestive. All may not agree with 
her conclusions; but few will disagree that the whole subject has 
])eeii discussed with great breadth of outlook and a high sense of 
fairness; and this makes the work before us easily the best existing 
treatise on Indian Mconomic History. 



NOTES 


HYDEHAHAU ECONOMIC ENQIIIEY DEPiVETMENT 
AND SOME OF ITS WORK 

Mr. S. K. lyanj>ar, Special Officer, Economic Investigations, 
Hyderabad (Deccan), sends us for publicatloii the following table 
which embodies the results of in^esi/igations in some villages of 
the state conducted by the Hyderabad Economic l^'nquiry Depart- 
ment to the end of 1388 Easli, that is, October (J, 1929. We 
gladly publish the table and will equally gladly publish any similar 
material that is sent to us. 

We would like to congratulate the State of Hyderabad on the 
institution of the h^ onomic Enquiry Department which is the first 
of its kind in the native states of India. The idea of instituting 
th(» department seems to have originated with Mr. 11. A. Collins, 
(J. I.E., I.C.S., Direitor General and Secretary to the Hyderabad 
Government, Departments of Agriculture, Co-operation, Industries, 
('tc., etc., and it was he who laid down the items of enquiry when 
Mr. Tyangar was first asked by him to undertake an enquiry in 
two districts. The items were as follows : — 

1. The sizes of agricultural holdings. 

2. To what extent the holders cultivate their land and on 

what terms and conditions they sublet them to others. 

3. The extent to which the holders, and especially those 

who themselves cultivate their holdings have been 
dispossessed, within a definite period, say the last 
20 years and what are the causes of this dispossession. 
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4. The indebtedness of the holders and the amount of land 

which is actually mortgaged and to what cla«s of 
money-lenders. 

5. The rates paid in the shape of land revenue and the 

rates and conditions to which land is subject. 

(j. The manner in which the holders obtain their seed and 
dispose of their produce. 

M. Ed. 
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1/)W TRICES AN1> INADEQUATE SUPPLY DE GK)LD. 

The (liscussioii of ihe i despread economic depression wJiicli 
has prevailed during the last few years, ‘with more or less intensity, 
in almost all countries on the globe, with its accompaniment, the 
devastating unemployment which has carried misery into millions 
of homes, has thrown into toK'giound a question ot paramount 
interest to economists. AVhile tlie oepre.^, ion is being attributed 
to various causes, working separately or in combination, such as 
the overpioduction ot goods, the undercoiisiiinji+ion i wealth, 
the rational] /.a tion of industry, the high tariff walls which obstruct 
the free flow of trade from ore j>art ot the world to aiiothe]' and 
the inadequate siqijily of money and credit to meet the needs of 
commerce, and whilci it is tiue that taich oi of the above causes 
is playing its own part in maintainiiig and accentuating the 
economic depression, it would la* hardly coiTect to exjilain it by 
pointing one’s fiug(‘r to one sjiecial factoi* as solely responsible tor 
the malady from which the world is s ih’ering. lliuiteu’s ('ahlegram 
of 24th Sei)teml)er from New York is significant in this connection. 
Jt runs as follows: — ‘‘ T!h‘ heads of the Hank of England, the ]lank 
of Erunce, and the K-eichsbauk are expecttal to meet shortly with 
a vi(»w to discussing mcaisures for the all(*viation of the* world-wide 
business deiiressioii.” If this meant only that the world’s lead- 
ing Central Hanks iiitcmd to do what th(*y can to contribute to 
the re( overy of the sick (‘conomic world, there would be nothing 
extraordinary in the event of their concerting ewtain common 
measures of action Hint it is just likcdy, and more than likely, that 
this move has something to do with tlu^ idea that has been prominent- 
ly put forwai'd recently by certain economic and business experts, 
namely that the ir’edominant, almost the sole, cause of the 
dequ’ession lies in the inadec^uate siqiply of gold nc^eded for the 
support of credit which is indispensable for the normal and smooth 
running of the workTs economic, machine. 

F. 9 
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Memorandum of Sir Henry Strakosch. 

One of tile ablest and most interesting statements of the posi- 
tion of the latter is made by Sir Henry Strakosch, who contributed 
a special memorandum on the subject “ Gold and the Price Level ** 
to the London Econo mist in last July, lie has taken as his start- 
ing point the Index Numbers of wholesale commodity prices in 
England to show how they have fallen from 153 0 at the end of 
1025 to 115-8 in May 1IA30, and how the purchasing power of gold 
has, therefoie, risen from 05*4 to 80*4 in this period. He then 
examines, totally to reject as false, the plea of overproduction 
and pits against it, the “ theory of the markets ’’ well known to 
economists. When there is an abundance of production of all 
kinds on all hands, every one participates in the j)rosperity, as the 
supply and the demand counterbalance each other, and the price- 
level is stable. But if the means by which the wealth that is 
pioduced, is circulated and distributed, that is the means of pay- 
ment, tall short of the needs of the people, then certainly the 
prices of commodities are bcnind to fall. Sir Henry seeks to prove 
his thesis by showing that the gold required to effect the exchange 
of goods during the past five years has not been forthcoming in 
sufficient quantity. As almost all the countiies of the world have 
re-established the Gold Standard, the demand for monetary gold 
has increased, and consequently there is a struggle for the pos- 
session of the yellow metal. The difficulty, however, does not 
lie in the gross world sujjply of gold. It is adequate enough. But 
its uneven distribution among and by the Central Banks of the 
world has created the hitch. Sir Henry says: — Supposing the 
production of the world increases at a compoTind rate of 3 per cent 
per annum, and supposing the monetary gold reserves of the gold 
standard world were to increase at a similar rate, then the general 
level of prices will only remain stable if every member of the great 
Gold Standard partnership does in fact build upon the gold 
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reserves they have and may be receiving, a structure of currency 
and credit which, regard being had to the state of development 
of the credit system in each country, is appropriate. To the 
extent to which they fail to do so, they are depriving the gold 
standard world of the additional currency and cjedit it needs to 
exchange its greater production, with the effect of increase in the 
value of gold, that is, of depressing the general level of commodity 
prices.** 

U.8.A. and France — the Culprits, 

The recent depression of prices. Sir ^Teiiry proceeds to point 
out, is thus the effect of the mal-distribution of the workVs gold 
reserves and their partial sterilization. His indictment is mainly 
directed against the ])olicy of the accumulation and sterilization of 
gold adopted by the TT.S.A., the Argentine llepublic and France, 
these countries having heaped up gold reserves far in excess of 
their reasonable needs. Much of the gold * that flows into their 
reserves is not U8e(i by these countri *s as a basis for the expansion 
of currency and credit and, therefore, does not perform its monetary 
functions. Tt is pointed out that whereas the amount of Great 
Britain* s gold reserves per head of the poi)ulation was <£3'3, that of 
TT.S.A., was, on an average, about £C*7 and that of France £6T in 
1928 and 8 0 in 1929'. The Reseiwes of the offending nations are far 
in excess of their requirements. World*s production expanding at 
a rate of 3 per cent per annum, the supply of gold required to meet 
the increase during the years 1924 — 29 was £389 millions. But 
actually £194 millions worth of gold was available. £332 millions 
would indeed have been forthcoming, but £138 millions out of 
this, was sterilized by the TT.S.A., Argentine and France, which 
only increased their reserves by that amount without these being 
allowed to be used as the basis of credit. The world has, there- 
fore, had to suffer from a deficiency of gold and the result has 
been a sharp fall in prices and more acute business depression ! 
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Sir Josiah stamfi’s I had tald you so 

I'he above content ion is wholeheartedly sii])ported by Sir 
Josiah Stamp in an article contributed to the Nation and 
Alhenaca m of 8()tli August. His ]Tirophetic, vision had clearly 
despied Avliat Avas coming*, loii^* a<>*o, and now he observes: — ‘‘I 
have not ceased sim^e, in and out of season, to ])rotest that until 
the world had learnt the international rules of the game, rapid 
changes in a gold ]n’ice level w^ould be a bigger menace to (freat 
llritain than to any other country, only to be counteracted suc- 
cessfully by an (dasticity of industrial and financial factors which 
seemed i)oliti('ally impossible.” Ac(‘or(ling to him, the danger has 
now Ix'come more sinister in its })ossibilities for evil, and nations 
are helplessly drifting, with aggravating factors such as the 
continual demonetizaiion of silver and still more economi(* disasters 
staring them in the face. 


Wanted more evidence and better proof. 

On the fiue of it, the theory advanced by the above two 
advocates of the international control of the su])ply of gold, and 
th(* arguments urged to support if, appear to be generally sound. 
Hut an ini])artia] judge would demand more evidence^ and ])etter 
proof to su])p()rt tin* thesis before it is accepted. This is apart from 
the deff*nce Avhich the countries accused by them have to put up 
against the indi(‘tment, before an inteinational tribunal. A few 
objections that go io show the weakness of the case, suggest them- 
selves at once. IToav were the U.S.A. and France to use their 
gold reserves to create additional credit as Sir Henry and Sir 
Josiah wanted them to, if piesumahly industry and commerce and 
the banks did not want more accommodation? As a writer in the 
Avell-iiiformed Grennan paper, the Franlfvrter Yjoitniuj, points out, 
British index numbers of juices alone cannot be taken as a reli- 
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able basis and that J^ritisli policy of deflation necessitated by the 
adoption of the ^old standard in 1926, has to be simultaneously 
taken into account. 1 because British monetary deflation was an 
ett'ective cause of ihe economic crisis in Great Britain, that may 
not be true also of the jiresent international position. It has still 
to be demonstrated whether the relation between ^old reserves 
and tlie volume of credit has been the same in other countries as 
in Enoland. In other words, has (uedit been restricted in other 
countriesi for a lack of sutticient su])plies ot gold? Have the conti- 
nental banks com])laine(! and have businessmen complained that 
there was insufficient credit, becaust* enough gold w not avail- 
able for their oi)erations? No one, L ‘sides, r''ceives gold for 
nothing. It has to be ]'aid toi. T^.R.A. and France could not 
have withheld credit fiom their own businessnnui if tiie latter want- 
ed it and could not have distributed tb.eir gold reserve over the 
world in an arbitrary manner. Other objections may also be 
advanced. But this is enough for tlu. moment. 

V. G. K. 


NATIONAL INCOMES AND A MEASITUK 
OF “ OVElLBOBFlvATlON ’’ 

It is a very imj)ortaiit table of statistics of National incomes 
(comj)iled mostly from official estimates) that II. E. Fisk })ublishe8 
in the A}nenr(ni Et'inunnic Itericic, March 1980, and on account 
of its sejviceability we make no a])ologies for reinodiicing 
it here (see i. 192). The table will jiaiturally appeal 
differently to readeis with diverse interests but an 
important conception has been intiodiiced ^ in expressing 
incomes, like density, in terms of a scjuare mile of area. 
Iinh'ed it is an index of capacity, or i)roductivity of land to yield 
to those who may put it to advantage. As a basis of comparison 
spurious elements are introduced by reference to such natural or 
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regional advantages as sea board, mines, eic., and also to industrial 
or other organisation such as concentration of industries, foreign 
investment and so on ; but such as they are, the figures in columns 
5 and G, expressing income per scjuare mile, and income per 
caqjita reveal by very sim])le statistical analysis which Mr. Fisk 
does not undertake a striking tale in regard to the relative extent 
of over]) 0 ])ulation in ihe several countries. When arranged in 
diminishing order, tliese numbers take the ranks assigned to them 
in the' respective columns 7 and 8 of the table. It will be realised 
that these ranks in either category would have been identical had 
there been the same state of saturation in the population ])ressure 
in the several countries, and the extent to which any two corres- 
]K)nding numbers differ, T propose to designate, a measure of over- 
crow ding, as jiositive, and a measure of undeipopulation, or the 
capacity io furl her increase, as negative. Of the 29 countries, 
11 belong to Ihe latter category and 18 manifest some state 
or an()th(*r of overjiojnilation, and ihe amounts of displacement in 
rank by individual countries may be collected together in groups 
as in the following table. 


Kaiik displaced by 

Negative, i e., “ under- 
populated ” 

Powitive, t.c., showing 
signs of overpopulation 

1 

, 2 or 3 points veryjSpaiii; Egypt; U. 8.8 R. 

slightly ) 1 (Russia) 

Denmark, Switzerland, 
France, and U. K. 

4, 6 or 6 points (i.e., sli- 
ghtly) 

1 ITnioii of South Africa 

Netherlands, Yugoslavia 
Ijatavia, Lithuania, 

U r e e c e , Germany, 

r /('ohofllova kia, Austria 

7, H or 9 points (i.e, 
moderately) 

1 Finland, United States 
of America 

Hungary 

10 places and more, 
(».e., markedly) 

Chile, Sweden, Norway, 
Australia, Canada 

1 

Italy, Poland, Belgium, 
India and Japan 
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In this connection the survey of W. S. Thompson in “ Danger 
Spots in World Population’’ (New York: Knopf. of the 

growths of the population particularly in Japan, China, India, 
Italy and (Ireat Britain 2>rovides a very valuahJe review. The 
author correlates these with c*oinprehensive data in these <j()untries 
with their natural resources and potential opportunities, and shows 
how inadequate the resources and capacities a'^’e in the case 
of Japan, China, India and Italy, and how disquieting their effects 
will he in the future when in respective countries the present 

desire for a rising standard of living further develops. In fact 
Dt. ThoniX)son helieves that Jaj-an, ( liina, Tudia and Italy have 
already rt'ached an im]>asse and cannot hope to clinih to a higher 
level of comfort unless an outlet he loiind foi excess po])ulation. 
One among the remedies suggested In tl i ; anchor is the re-distri- 
bution of population, or rather tin- voluntary sacrificing or aliena- 
tion cf certain territories, the 2)rinci])al among them being precisely 
those countries — Chile, Sneden, Norway, Australia and Canada — 
which are included in the left-hand corner of the last grou]) in tin* 
above table as being now mark<Mlly “ underp(>oj)led.” 
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The Annual R.ei)ort of the OontrUlev of Currency is always an 
interesting document and the latest for the year 1928-29 is an 
exceedingly valuable sunimarv of the financial events of tliat year 
by the Cxoverninent s])okesniaii. Among others, the following four 
coiudiisions deserv(‘ moi e than passing consideration : 

(1) “a steadiness in the value of Indian Currency as 

coiiijiaied Avith other monetary units ’’ ; 

(2) “ the growth of the inv(*stment habit among the 

peojdes ” ; 

(d.) “ the growing ]a)jmlaiity of notes in pr(derence to 
coin ; 

and fourthly, “ the dro]) in the jirice of (xovernment securities. ’ 

In regard to th(‘ first ot these it will be remembered that this 
has been achieved by, or accompanied by, a large amount of defla- 
tion during 1920-27, and also by the sale of Treasury Hills to the 
tunc of 22 crores to both of which Indian commcucial opinion has 
been A’ery strenuously ojiposed. Opinion is gaining giound every 
day — and much more em])hatical]\ at the pr(*sent time — that 
Oovernimmt utilize these agencies to butln^ss their exchange 
l>olicv. So far as Home Oharges were ahnn* concerned India Hills 
had to be issued to the (‘xtent of £() million sterling to supplement 
tbe ordinary remittanc(*s, and ibis alone reflects ])oor credit on the 
exchange policy of (xovernment. 1'he balance of accounts, after 
deduction is made for (•ouncil Hills and remittances of sterling is 
a meagre figure amounting only to T ciores as against 34 crores 
and 41 crores in the two years preceding this j)eriod. 

The growth in the investment halut is diagnosed by the 
stationary character ot the gold ini])orts for private consumption. 
If this phenomenon persists for a long time, it would be a matter 
for congratulation. Witli regard to silver, although the Govern- 
ment sold an amount of silver to take advantage of the peak prices 
in May 1928, they kept to the j)olicy of moderate sales so as not 
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to dislocate the market; still as a result of lar^e siWer exports, 
the net imports for the year have fallen to Rs. 9*77 crores as 
compared with crores and 19 <Sr) crores in the two years 

preceding. 

The replacement of coin by notes is steadily ])j‘ogressing, the 
average active circulation of notes increasing by over 9 crores over 
the preceding year. Moreover, in the case of c('Aton and jute, a 
much larger ust^ is now made of the fccilities ])rovided by Govern- 
ment for remitting money through treasuivn^s and euirency offices, 

Tn regard to the ]uice of Government securities there is a 
tioiiceable dro]), owing mainly to the issue by G')vern.iient itself 
of the uipee loans at much higher ia+'\s, and by the orgy of 
treasury bills which aj)])aiently i‘>* neve’* going to diminish. The 
closing price of the year under review foi the 8| per cent pa])er 
was Rs. 71-5 as Jigainst Rn. 75-(> at ihe end d the preceding year. 
At the prescuit moment of writing things have bec.ome even woise, 
Avith the (| notation as low as Rs. U2-(S, and n fiuaneial corres])ondent 
connecting it with thc^ c'xehange ratio, statcvs that there can be 
no game' worth ])]ayiiig at all in this unless all the i)ieces are 
put hack ill their old jdaces.” 

Jif He * * 

The statistics at ])res(*nt given are not cakuilated to tliioAv 
real light on the administration of cinreiicw from the ])()])ular 
point of view, and the following suggestions made recently by the 
Indian Fiiianee l)(*partinent d(\serve consideration and adojition — 
(1) the marketable securities and (ul lun securities should be shown 
sei)arately instead of being clubbed together; (2) the outflow, or 
infloAv, of rupees from, or into, circulation should l>e shown 
s(»parately from the transfer of silver nijiees from currency to tlie 
mint for melting and ultimate sale; and (8) the statistics of 
absorption of enrreney notes should be given week by week instead 
of month by month. 

The public are anxious to know whether the contraction of 
currency is effected by the sale of oidinary sc^ciirities, or by the 
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sale of ad hoc securities, the latter being more objectionable. In 
like manner if silver from the currency reserves is sold there ought 
to be no secrecy about it, for in the long run Govern ment will find 
that imblicity pays better and inspires gi eater confidence than 

attempts to mystify the public b> vague and inaccurate statistics. 

* * 

The Tlritish Bank rate has, in quick transition from 
September 1929, fallen continuously from per cent to 3^ per cent 
and is likely io come down even to per cent. With this similar 
changes will occur in other centres of the woild. Mr. L. J. Reid 
of the hondon Economist recalls the analogy of the events of 
November 1907 — May 1908 and shows how^ dosely similar are the 
causes, durations and exteni of this decline. Then t(K) the rate 
came down fiom 7 to 3^ per cent and even to 2\ per cent, and it 
is hoped that the lecovery now as before will not be slow in 
coming. In lfX)7-08 fhe vorld was passing through the after- 
niaih of the 1907 colla})se in New York. The firsf impetus to 
cheaper money last antunin was again a collapse of Wall Street 
which removed the pull towards New York of call money to finance 
vStock Market speculation.’’ The successive reductions now were 
occasioned by previous falls in the open market discount rates due 
to a declining su])])ly of bills. This again arose in pait from the 
world-wide decline in (ommodity ])ii(es, that is, fiom the world 
reduction in the ^olume of bilU. In 1907-08 too, a similar 
])henomenon occurred, the Stofnf index number of prices of 
materials, which stood at 88 7 in the second ([uarter of 1907, 
having fallen to 73 1 by the third (pvarter of 1908. These sugges- 
tions are worth while moie complete investigation, ])artieularly 
in regard also to India where the monetary barometer is even 
more sensitive to variations. 

» « ♦ 4K 

The Geiman economist Heir Vrank Andras in tin' course of 
an article in the Berliner Tagehlatt, extracts from which appeared 
in a local paper, draws attention to the decrease in trade amongsi 
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the four great industrial countries, Great Britain, Geiinany, 
France and the United States, and the struggle they are making 
amongst themselves for capturing foreign markets. The follow- 
ing statistics exhibiting the foreign trade — imports and exports 
separately — of each of these countries wiih Ihe aggregate of the 
three other countries for the i)re-war year 19*13 and the average 
of the triennium 1927 — ^29, indicate the direction and extent of 
the changes, the figures in each ca.se ''epiesenting the ])ercentage 
each aggregate bears to the iotal trade of the fourth country in 
the respective years. 



1 England 

(tt^rmany j 

1 FraMce 

u. y. A. 


1913 

1927-29 

l9l3 j 

1927-29 j 

la!3 

*927- 29 ' 

I9l8 1 

1927-29 

Imports 

.. i 37-6 

i 

27-6 

29*4 

96*1 

1 

sreo 

32-6 

33 ‘2 

l7o ‘ 

Exports 

.. 1 18-8 

1 ! 

16*6 

29*1 

28*2 

30-8 

33-4 

i 44-9 

1 

30 4 


These statistics may be obscured both by the large increase in 
absolute quantities and the differing values of juoney measures in 
terms of which these ratios have be- n calculated, as well as, in 
the case of figures relating to Germany and France, by the 
inclusion of the trade of Alsac’e-Lorraine now under foreign trade, 
but there is no doubt that the change is definitely and entirely in 
one direction, though in different intensities, in the case of all 
these countries. It is clear tliat with all pious professions, pacts 
and proposals, the liquidation of the political consequences of the 
war has not been earnest, and the foui Great Powers have not 
become better commercial customers of each other. In other 
words, these countries have become, after the war, relatively less 
important to each other in the post-war era of increased competi- 
tion. As a result all of them are devoting increased attention to 
getting a grt'ater share of trade in the countries outside themselves. 
This is most pronounced in the case of Germany and the United 
States, The interests of the U.S., which under the double pressure 
resulting from the saturatioji ’’ of the home market, and the 
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reduced p-ossiWlity offered for American finished arfieles by the 
gTeat European States, are being necessarily concentrated more 
and more upon iiuukets hitherto held as monopoly once by Britain, 
(ireat Britain hopes to i)revent this development assuming quickly 
its logical end in the existing cireumstaiK^vs, ou the one hand, by 
seeing* that Kiissia is jestored to a oiipiialist absorbing* land with 
undeveloped industries, and on the other hand, by extending 
possibilities of colonial ex])loitation in Asia and Africa. “ These 
changes in the foreign trade of the four gieat capitalist lands, 
therefore, furnishes a bac^kgroiind ” writes Professor Audias “ foi* 

their changed and changing attitude towards each of her.’’ 

# * 

The inaugural l(*(*tur(» delivtued to tlu' London School of 
EcoJiomits on January .SO, 10S0, by ibofessor Jionel llobbins on 
Ills appoint nient as Piofessor of Lcononucs rtdterates the high 
ideals that have come to bt‘ associated with that School. He is 
not hotliered about making the subject tit “ for a gcmtleman to 
study in liis monnuits of rcdaxation,'’ and thinks it doing a di.ss(u*vice 
to the Science to limit it to too much popularisation. lie is 
concHUiied with the carrying forward of file ac tual business of 
diseovery wilh whatever tools may be ap])ro])riate without 
eudlessly debating the scope of theorc'tic*al speculation ot* the 
limitations of tlic statistical medhod and so on, so long as anytliing 
leads to human bcdtcuincmt and contentment. While tile unlimit- 
ed emphasis on the statistic*al method alone lie calls ‘ walking on 
one leg,’ he is clec])ly inl])r(^s.scd with the great ])ower and utility 
of that method, and thinks there* is reason to supt>ose that in 
the future the alliance between the ec*onoinic* theorist and the 
statistic'ian will he* even c-loser tliaii it has been in the past. The 
rffpf^roclienicfit conies from both the quarters. (Hearlv, quantita- 
tive exac titude is the* object of all scientific inc|uiry, and it is only 
by continually testing our theories by reference to the facts of 
the situation that we discover how far they are a])pro])riate.” 
His main aim, however, is to emjdiasise the extreme importance of 
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the theoretical baok^roiiiid a.ul to remedy if possible the main 
deficieiicies of ^vhi(*ll we are becoming conscious, lie enumerates 
vaiious ])roblems demanding study classifying them into three main 
groii])s, ga]>s in the exisling* body of tlu'ory, defects in the logical 
siriiciure aTid ()versim])li( ity in the assumptions of existing theory. 

Tlieory of iiit(‘rnalional trade — a greai pai‘t of this theory, 
particularly that part which 'elates to tariffs and capital 
t*x]K)rts, lias l)(»en worked on the assumption of 
flexibility of wage raO's; but substitution of rigid wage 
rat(‘s (whieli lias been the rule ratlier than ilie excej)- 
tion in the post-war pi' iod; m‘'k'*s necessary certain 
modi fi(‘at ions such i\a those* segg(‘sted by Pigou. 

TluH)iy of Avages — a great deal of i* d(']) ‘nds upon a labour 
market ja eiiliar to a rapully-grovv ing population but 
has to lx* modified, as shown by Mr. llobbins himself, 
oil th(* ad\ent <)r a]>])roacliing signs of a stationary 
p()])ulation. 

Theoiy of costs — the construction of jiarticnlav equilibrium 
(X)st curv('*s has never lieen satisfactorily completed, 
always “ one thing at a time ” being only analysed, 
and tlie theoretical pjeseience of Professor Sraff'a and 
the scliool of Lausanne is now held uj) for jmrsuit. 

Mod(*rij (ledit economy — tiu* theory of money and tlie 
theory of saving should no longer be held in watertight 
c()m])artments, hut the “ Pathbreakiug work of 
Mr. ]). H. Jb)be rtson must suggest some jiowerful 
instruuKiits of policy. And so on in other cases. To 
ignore these*, or to assume that only a litih* ingenuity 
of a rather trifling order is necessary to get over these, 
is, says Prof. Hobbins, the practice, to-ilay, of only 
the writers of cram text-books or examiners in (tertain 
examinations.’' 





aoo 

This elaboration of a scheme of studies in economics brings 
us to the circumstance of an increasing attention now being 
devoted to economic theory. There are at least two topics on 
which interesting literal ure is accumulating in the journals from 
America — costs of land, capital and oi)portunity, and again ‘‘ rent 
under increasing returns.’’ The “ doctrine of high wages ” to 
give it the name that Professor d. 11. Henderson gave in his first 

communication to the 1 ntcrnat tonal Lahonr Reriew Vol. XX, 

\ 

No. b, llecember — has- likewise evoked considerable thinking. 

The relation of monetary ]»olicy to the movement of wages, with 
special reference to Great Itritain, .is the subject-matter of a 
brilliant, though controversial communicj^tion to the August 1990 
(Vol. XXll, No. 2) number of this Review by J. K. l^ellerby and 
K. S. Isles; and Dr. llobertson himself read at the Hoyal Statistical 
Society on April 15, 1930, his further researches on International 
Comparisons of Keal Wages — which after all is, as pointed out by 
his colleague J. W. Nixon, a problem of method. This paper is 
now printed in the Journal of that Society, Vol. XCIII, Part III, 
pp. 398—423. 

B. K. M. 


LABOUll. 

The llepoit of the administration of the Factories Act for 
1928 shows that the number of factories subject to the Act rose 
to 7,863 as against 7,517 in 1927. The average daily number in 
1928 was 1,520,315 as against 1,»533,382 in 1927. 

It is satisfacitory to note that the tendency to emj)loy children 
in the machinery i)()rtion of factories in the tea industry in Assam 
is on the decline. They are being employed more in the wither- 
ing sheds and sorting rooms. 
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It is also rei>()rte(l that the .irregular employment of women 
in Sind has been ( onsiderably cheeked by continued surprise visits 
carried ont by the Factory inspectors. In ]hirma the position is 
still bad, women are still illegally employed on night work. 

The number oi childien emjdoyees also fell from 57,562 in 
1927 to 50,911 in 192S. This is satisfactory as far as it goes. We 
cannot however ex])e( t for greater imj)r ovement ui this direction 
until two conditions arc* further lurprovcnl. Ilie first is the 
establishment of an adecjuate mi umum wa‘»e v:hi(‘h will modify, 
if not very groaily remove, tin* need of ]) 0 ()rly ])ai(l workmen to 
send theij' chiidren to s(*(*k eaily employment in orde r to su])ple~ 
meut file earnings ot the chief bre'd-wonn'r of tlie family. The 
other is the imjierative need o1 extcouling free ])rimary educafion 
followed hy a year or tsvo’s (*oiii*s(* of ; uue voc ational training, 
irnless these two factors are streugtlnuied we shall not be able to 
rcHhn e the enpiloyment of children nuudi furtliei- in oiii* factoric's 
in India. 

We note with regret the rise in the luimbe]* of ac'cidents from 
15,7.11 in 1927 to 16,d48 in 192<S. Hajipily howevei* tin* increase 
is mostly in minoj- ac(id(*nts. The (1ovevn7m*nt of India think 
that the fines im])osed by magistrates foi‘ breaches of the Act are 
inadequafe. We must add with regret that Ihadc* ThnOn orgaui- 
satioiis oidiuarily ])ay slight attention to tin* (piestiou of jireventioii 
of accidemts. If tJiey wc*re vigilant on this point and also sought 
to educate* thi'ir members to be more? careful we would note a 
distinct inqirovement uiidc*r this head in future. A great jirojior- 
tion of these accidents are preventahh*. 


We regret that we have not yet read anywhere of fin* measures 
ado])ted by the Trade Fnioiis conc(*rned, or by the All-India Trade* 
Union Fe*deration or by the Trade Union (h)ngres> itst*lf to face* 
the tragic situation e*reateel by the mass un{*m])loyment of worke^rs 
in the cotton and the jute industries of the country. The situation 
is iiniirecedented. The causes that have brought about this state 

F. 11 
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of affairs is not merely political, as is readily assumed by some. 
Together with the i)olitical factor, which unquestionably has 
considerable bearing on the problem, there are other internal and 
world causes that have brought about this unhappy situation in 
these industries. We know that Trade Unions with their poor 
finances, and inadequate organisation cannot possibly control the 
entire situation. Hut unlike the employers, they have not indicat- 
ed the, possible lines of action that may be adopted either by the 
employers, or themselves or the Government. We expected that 
a clear lead would have been given by I^abour leaders during this 
time of severe distress. We recognise, however, that some of the 
more influential Labour leaders were out of the country during the 
past few months, and that the others were either in jail or have 
been pre-occupied by j)olitics. Nevertheless, we record our dis- 
appointment at the lack of initiative disjdayed by Labour organi- 
sations to meet the present situation. We are of course not 
unmindful of the efforts of the so-called All-India Labour 
Conference which was to have met at Lahore. But we are doubt- 
ful whether such an ad hoc body could successfully handle the 
situation. 


The Central Advison Council for Railways did some useful 
work when it met in July, ItKlO at Simla. Amongst the number 
of things it did, it approved of the Rules of Recruitment and Train- 
ing framed by the Railway Board. These rules embodied (i) that 
systematic methods of training be in force, (ii) that there be as 
much uniformity in the methods in force as would be comi)atible 
with local conditions and requirements and (iii) that racial discri- 
mination be eliminated. 

The Council approved of the plan of appointing an officer of 
the Education Department on si)ecial duty to frame alternative 
estimates of the cost of giving assistance to Railway employees 
for the education of their children (1) upto the high standard and 
(2) upto the middle standard on the principle of confining 
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assistance to cases where Railway employees have to send their 
children away from home in order that they may be suitably 
educated. The limit of pay upto which assistance may be given 
will also be investigated. 

The B. N. W. Railway men’s Association, under the president- 
ship of Rai Sahib Madhusuclan Das, held a meeting on the 12th 
of August, 1930 at Gorakhjmr and invUed the Agent to consider 
some of the outstanding grievai^ces undev which the Indian 
employees suff'er and the changes they demand. The Resolutions 
passed demanded (a) that monthly anii not daily wages be paid to 
workshopmen, (b) that provident f ind benefits be extended to 
those who received daily wages, (c; that hours of work of the 
traffic staff be reduced to S hours insteal of 12 hours a day and, 
(d) that leave and holiday rules be improved and (e) that there 
should be an increase in their remuneration. 

Except for the matter of the extension of the provident fund 
benefit to workers on daily wniges, w’e feel that the cleinancl put 
forw'ard by the workers are reasonable. The Bi. N. W. R. is a 
flourishing concern and w^e are of opinion that it is in a ])osition to 
meet these demands of the emjdoyees. Careful and sympathetic 
examination of these problems is required, otherwise trouble 
ivS bound to accumulate for the future. 

Mr. A. M. Hayman, a member of the Riiilway Board, met the 
re}»resentative of the All-India Ruilwaymen’s Federation on 
Rejitember 1, 1930, at the Railway Board offices in Simla, to 
discuss the proposed rules and instructions regarding the recent 
amendment to the Indian Raihvays Act dealing with the question 
of hours and rest periods of railway servants. Mr. V. V. Giri 
headed the Raihvaynmn’s representatives. The nature of the 
discussions has not been revealed to the public. We may however 
have every confidence in Mr. Giri and his colleagues and be sure 
that they will secure the most beneficial conditions possible for the 
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workers. The traffic staff has unduly long hours and has arduous 
duties to perform. Tlie safety of the travelling public rests in 
their hands. It is to be h()])ed that the new rules will afford much 
relief to the traffic staff*. 

We hoi)e the long standing grievances of the employees of the 
Eastern llengal Kailway have been impartially investigated and 
righted. High degree of efficiency cannot be achieved and maintain- 
ed in any industrial concern when the hands enij)loyed are suffer- 
ing under genuine grievances. Keady co-operation of the workers 
is an essential factor and it can only be secured by sympathetic 
and just treatment. 

Tile same seems to lie tin* case ol the (j.I.K. Kailway winkers. 
Their grievances too are allowed to await solution in spite of the 
assurances given to the men by Dewan Chamanlal. 

Mr. Giri has been successful with the Agent of the M. & S.M. 
Kailway in the im])ortant and difficult matter ot the revision of 
rates of wages in regard to the enijdoyees of that laiKvay in so 
far as he has secured tlie Agent’s consent to leceivi* ^ugg(*stions 
from the T^nion. Such mutual consultation cannot Imt lead to 
good. It must help the authorities and at the same time it will 
educate the men to apj>recia1e the difficulties of their employers. 

Jn the course of his J Residential address at tin* Cordite Factory 
Labour Confeience at Widlington, in the Ailgiris, in August 11)30, 
Dr. V. Vaiadarajulu expri^ssed the opinion that the British 
Government in India would be rendering great si'ivice to the 
country by (1) making provision against sickin*ss, accidents, 
infirmity, old age and death; (!^) introducing total ])rohibition of 
intoxicating drugs and drinks in idaces wheie industrial labourers 
congregate; (3) modernising the slum ijuarters by acquiring 
building sites and constructing homes; (4) disseminating among 
the workers scientific knowledge of agricult in*e and industries and 
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prineiploM of health; (5) enfranehisino* the l^abour TTnimis to elect 
tlieir own representatives to the Legislatures and ihe Ix)c*al llodies. 
All these are highly desirable objectives. We may anticipate that 
the Whitley Commission will not fail to recommend most, if not all, 
of these veiy urgent demands. But the limiting factor avc tear 
^^iIl be the financial ]msition of the (Toveinmeiit . 


AV(‘ de])lore the fait that Mr, S, 0. doshi's motion at the 
Fourteenth Sessions of the L^teinational liabour (\mference in 
favou]* of hi.lding a s])ecial coniereiu'c to consider Asiatic Ijubonr 
l>roblenis was not caiiied. Whde wi' agree with M. Albert 
Thomas, Director of the Internat io ud I aiaour Ofliee, (jeneva, that 
there is great danger of regioiiaUsm developing to the deterimeut 
of international solidarity, yet thi lit remains that some 
])roblems, esjiecially those of labour, must necessarily be dealt 
regionally as far as Asia or Afri(‘a are i i)ii(*erned. Industrial 
development is just setting in in these continents and social and 
racial londitions are so ])e(uiliar to these areas that labour legisla- 
tion will not make effective liead-way except it be tieated 
regionally. As long as regional legislation does not run conliar\ 
to the s]urit of international legislation, we see every advantage in 
having a regional conference of Asiatic and African countries. 


Most of the Delegates who rejaesented India at the Fourteenth 
Sessions of the Indian Labour (-onfereuce which opened on the 
10th June, 1000, complained of the great handicap they suffered 
under because of the delay on the ])Hrt of the Indian (xovernment 
in aimounciiig the personnel of the delegation. This left the 
delegates very little time to study uj) the various subjects that 
were srdiediiled for discussion. It is to be earnestly hoj)ed that in 
future the Government will make its announcements at the 
earliest possible oj)port unity so as to leave the delegates sufficient 
time to study up the subjects under consideiation. 
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The International Tra<1e 'Fnion Congress, holding’ iis sessions 
iliis year at Stoekliolin, leave de(*ided to pre.SvS for the adoption of 
a 44-hoiir week. 

The Headquarters of this or^>anisation have now been removed 
from Stockholm to Berlin. 

The next sessions will he held at Brussels. 


The English Trades Union (\)iigTess held its annual sessions 
at Nottiiigliani iii vSept ember, 1980. 7(K) delegates attended. The 

subjects disciLssed were Unemployment, Social Services and Hours 
and Wa ges. It also discussed ihe Report of the Economic 
Commitiee on J^]mj)ire trade. It aj>pears that the Congress have 
not made a feiisli of tln‘ Free 'frade ])rincip]e. They are willing 
to modify ihe aj)plica(ion of iree trade as long as it helps to re-act 
favourably on (»in])loynient. 

It also a])])ears that Congress are weakening in their belief 
in the old lime slogan of Socialism in our time.” The task of 
the Labour Government was compared to that of building a road 
without siop])ing ihe traific. 

The Congress have decideil on a 44-hoiir working week 
inclusive of meal times. 

Family allowances were (HscusscmI, but o])inions were sharply 
divided. The resolution in their fuA'our was defeated. 

resolution was passed calling upon the Governuient to take 
ovei‘ to itsedf from the' Bank of England dhe power to finance 
national recjuiremejits. It is alleged that a great deal of the un- 
omployinent in the country is due to the financial policy adopted 
by the bunks. 

The rei)eal of the Trade Disputes Act was urged. 

Mr. B. Shiva Rao attended the T.IT.C. at Nottingham as a 
fraternal delegate fi-oin tlie Indian Trade Union Federation. 
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The British Medical Jo\irual publishes a report that it requires 
19 per cent more energy tor a normal person to perform duties in 
noisy surroundings than in a quiet environment. 

It has also been proved by experiinenis that a soiind of a given 
magnitude ])i‘oduces a reaction of fear in the newly born infant, 
and that noise raises the blood pressure in the adult. 

The Jfew York Koise Abatement Commission are trying to 
construct noise-proof buildings tuid create zones of silence in the 
cities and are imposing tines on tl osc^ who create unnecessary noise. 
It is estimated that To ])er <‘ent ot the street noises could be 
abolished. 

We wonder when such a (Jommissio** will b(' establislied in 
India to investigate and stiggesu re.nedies t()r the elimJaaiion of 
noise fiom industrial establishments^ r'‘»rkeCs and mundies and 
slum areas of towns and railway stations. The W(*ar and tear on 
our workers is already great enough, relief from any direition wiiJ 
bo a national servi(;e remkred to tJie country. 


While we regret that Mr. .n M. Joslii, contrary to (wery 
expectation, has not been asked to parti(d])ate in the liound Table 
Conference, we are happy to know that Mr. Shiva Kao has teen 
invited to attend the C'oiifer(Uice. Uewaii Ohamanlal declined the 
invitation extended to him. Mr. Shiva Iku) is a self-less, keen- 
sighted and a rtvs])ected leader of Lateur. He knows his subject 
well and jnay be ex])ected to disdiarge his duties with ability and 
courage. 


We record with much regret the suddem death of Mr. Joseph 
Baptista on the 18th September, 1930, at Bombay. Mr. Baptista 
has been an energetic, able and trusted Tiabour J>eader for many 
years. He had the honour to be elected President of the All-Tndia 
Trade TJnion Congiess and has represented India at Geneva as one 
of the tebour Delegates. Mr. ]iaptista was veisatile and besides 
his high academic gratifications he liad much practical sense and 
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administrative (•a|)a(‘ity. He was elecied President of the Bombay 
Miuii(*ipal (Corporation in 1925. He represented the Indian 
(Christian eonnminity in the Ije^islative Assembly in ]92(). His 
sudden death has been lamented by all, not least the workers, for 
whom he laboured so long* and so selflessly. Mr. J^aljt'e ])aid the 
following tribiit(' to Mr. .Iose])h Batista at his o|)en grave during 
the funeral service : 

Mr. Haptista was a great man inasmuch as he worked for the ricli and 
the j)oor and for tlie members of all communities. He worked hard for the country 
jmrtunlarly for Boml)n\ m a praiseworthy manner. He was a true Christian and 
W(Mit throu;>h. life like a true (’hrislian. May he rest in peace. On behalf of tiie 
citizens ol Homhav I j)a^ my last respects to a great man.” 


— S. K. K. 


INDUSTRY, TRADE, TRANSPORT, ET(\ 

The boycott movement has been in the field for about the last 
six months. To what extent has it been able to check the imports 
of British goods in general and foreign cloth in i)articu]ar against 
whi(*h it has been diri'cttulp The answer to this question should 
be indicatt'd by the decrease in tin* imports of the commodities in 
])oint in those months as compared with the imports in the 
(‘onesjHindiiig months of the previous one or two years. But at 
the fiieseiit tiuu* the decline in the imports is not due to the boycott 
movement alone but is the composite effect of the working of a 
number of factors in the same direction and the results of any one 
of these are not {lossible to disentangle from those of any other. 
The most inqiortant of these factors is the fall in the pri(*.es of 
commodities like jute, wheat, cotton, rice and groundnuts. The 
prices of these in duly 1930 compared with their prices in 
November 1929 fell — of jutes (first) by 30 per cent, of wheat by 
3<S per cent, of cotton by 40 per cent and of rice and groundnuts 
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by 14 and 20 per cent respectively. Sii(*li enormous falls have 
reduced the purchasing power of the majority of the population 
to a veiy low point. Tbpy would have considerably brought down 
th<* figures of imports e\en.if there had been no boycott movement. 
Then, there is the increase in the impori diitv on cotton goods. 
This 'must claim a share of the decline in imports. Then, 
again, the political situation in the (ountiv is all but desirable 
and must make the (oiintry imjHutt is am^ the foreign ex])orters 
ndo])t a cautious attitude towartls the amoiiUts they im]H>rt and 
export resi)ectively, whi<*h attitude would natuially redu(*e imj)orts. 


Still the boycott movement must (daim a considerable por- 
tion of the (h’crease in imi)orts during tlu* last six months, 
especially since duly, as dire(dly attrihutahle to itself. Since this 
niontli the im})orts havt fallen much more sharply as compared 
with tin* imports of the* coi responding inonths of 1929' and 192vS 
than they did before duly, and naturally because the moveunent 
could not have beem expected to ])rodu( e its full efte(*ts immediate- 
ly it was launched. d\ibles of ini})orts are given below which throw 
a good deal of light on what the boycott has done in this regard 
in the months in which it has been at work. 


Tahk I — Imports. 


Month 

1929 

1980 

! Decrease in 1930 as 
compared with 1929 

Rr. (lakh.H) 

Kh.I lakhs* 

j Rh. (lakhs) 

I’er {lent 

April 

34,64 

; 18,10 

i 6.44 

26'2 

May 

' 21,23 

! 17,19 

1 

15*6 

June 

16,62 

j 18,87 

1 2,66 

1 

1 160 

July ... , 

19.06 

j 18,65 1 

5,41 

1 28‘4 

August ... ... ; 

! 

20,34 

1 

Wo j 

7,69 

87-3 
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Table I I — Imports from the United Kingdom, 


1 

Moiitli 

1929 

Rh. (lakhn' 

i 1930 

i I?s. Uakha) 

Decrease in 1930 ns 
oornparod wifib 1929 

Ks. (lakliR) ! 

Per rent 

April 

11, !7 

1 8,18 

1 2,iin 

20 7 

Mdy ... .. 1 

9,05 

7,02 

2,03 

24*4 

Juno .. ... 1 

7,10 

5.55 

1,01 

28*8 

July . .. I 

i 8,04 

5,22 

2,82 

35*0 

AllRllsti 

8,47 

' 5,31 

3,16 

37 3 


Table 111 — Imports oj Cotton 2\vist and Yarn. 
(i?) Grey (in thousands of tbs') 




1930 April 

May 

.Tune 

July 

Aug. 

T(^tal 

United Kingdom 

632 

001 

546 

572 

314 

2,724 

Japan 

... 

510 

649 

379 

288 

240 

1,9(50 

Other oountries 

880 

1,091 

938 

870 

405 

4.184 

'Potal 

1930 

9,022 

2,301 

1,802 

1,730 

959 

8,874 

»♦ 

1929 

3,410 

2,282 

2,342 

2,969 

2,103 

1.3,100 


192K 

1,108 

2,274 

2,220 

2,0#7 

2,147 

9.822 



(//) Ji hi/e (in 

thousands of lbs) 



United Kingdom 

372 

427 

353 

315 

194 

1,601 

Japan 

... 

10 

39 

77 

43 

18 

187 

Other countries 

4 

... 

2 

2 


8 

Total 

1930 

386 

400 

432 

3(50 

212 

1,850 

iy 

1929 

602 

609 

594 

544 

384 

2,093 


1928 

878 

412 

394 

405 

370 

2,019 



(c) Coloured (in thousands of lbs) 



United Kingdom 

142 

191 

180 

131 

1.56 

800 

Japan 

... 

... 

... 

4 

... 

... 

4 

Other countries 

68 

16 

22 

10 

6 

112 

T(»tal 

1930 

200 

207 

206 

141 

102 

910 

„ 

1929 

393 

418 

422 

.364 

422 

2,019 


1928 

270 

237 

390 

227 

338 

1,468 
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Table IV- Imports of Cotton f'iecegoods (in lakhs of yds.) 
(a) Gbey 



April 

May 

June 

July 

Aug. 

Total 

United Kingdom 

442 

285 

130 

132 

160 

1,139 

Japan 

298 

b41 

227 

146 

88 

1,100 

America 


-i 

1 



3 

Other couiitricH 

1 

0 

1 

3 


6 

Total ... 1930 

74» 

628 

359 

2bl 

J38 

2,247 

„ - 1929 

.. 1,010 

/II 

H"2 

666 

906 

2,660 

„ ... 1928 

81S 

463 

234 

616 

861 

2,882 


Ujiited Kingdom 

id) WUITK 

426 348 

269 

204 

197 

1,434 

Other couiitrieH 


50 

4K 

33 

33 

26 

189 

Total 

1930 

476 

396 

292 

237 

222 

1,623 

„ 

1929 

696 

394 

344 

398 

382 

2,114 


1928 

593 

662 

466 

390 

487 

2,698 



(t) 

C\)LUUUKI), 1 

’kINTKI) 

OH Dyki) 



United Kingdom 

286 

206 

163 

132 

204 

980 

("outinent 


21 

22 

19 

16 

26 

104 

Japan 


106 

76 

82 

66 

38 

356 

Other couiitriett 


9 

10 

8 

2 

6 

35 

Total 

1930 

420 

313 

262 

206 

274 

1.474 

„ 

1929 

615 

442 

306 

344 

418 

2,026 


1928 

461 

474 

366 

327 

666 

2,174 
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The economic situation in the country has not in any way 
been eased by the boycott movement not even with reg’ard 
to the cotton mill industry which was expected to improve under 
its operation. If anything it has helped to make the industrial 
and trade depjession whicli has been overshadowing India for some 
time more depressed. lilCvsides the decline in the imports to some 
extent, it has been responsible for the closing down of a number 
of cotton mills ])articu]aily those which were European-managed, 
the, shutting up of a part of the UhariwaJ Mills in the Punjab, of 
the Peninsular Tabacco ('ompany at Ihisdeopur (Monghyr), the 
stoppage of the work of a large number of the silk Aveavers at 
(k>imbatore and Salem, and the tliroAving out of employment as a 
conse(iuence of these of the thousands of workers and laboureis 
who Avere emjdoyed in those mills and Avorks. 


The positive^ or constructive asj)ect of the movement ihus far 
seems to be the aAvakening of the spirit and love of Siradeshi which 
are developing and are sure in the end to produce practi(‘al results, 
and the organising of Swadeshi leagues and exhibitions. Tlie 
former have bet*n established in many important cities and the 
latter have been held on a small st ale at several centres but an 
All-India Swadeshi Exhibition Avas held at Delhi some days back 
and another All-India Simdeshi Exhibition will take place in Bombay 
in November. Biiii the chief aftainment of the moA^ement is 
the tremendous stimulus it has given to the production and use 
of lhadi or home-s])uu. Detailed figures are not available of the 
production and sale of lhadi as it is being produced in cities and 
Aullages by the people for their own consumption. The All-India 
Spinners Association have, hoAvever, issued figures of its produc- 
tion and sale by the association and its affiliated organisations all 
over the country during the first half of the official year of the 
Association from October lOSS- to March 1930, which are very 
enlightening as compared Avith the figures of the same period of 
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tlie last year, the figui-es show that production increased by 731 
per cent and sale by 50-7 per cent. The figures are noted below 


Pkoduotion 1 


Name 

1928-29 1 

i 

1929-30 I 

1928-29 j 

1929-SO 

Audhra 


1 

1,24,774 1 

•i,8!',76o 

I 

1,93,662 1 

j 

8,96,306 

Bebar 

28,70d 1 

1,87,659 ' 

1,75,296 i 

1 

2,58,276 

Bengal ... ... ! 

2,01,406 

;.59,780 : 

.7,37,868 

3,61,279 

1 

Bombay ... ... 1 


... 

1,26,180 

2,81,531 

J3ur«ia .. ... 1 

.. 

... 

18,266 . 

16,227 

Delhi ... ... j 

40,072 

1,19,1 18 

88,220 

74,702 

(iujarai .. ... , 

12,863 

16,145 

62,808 

87,476 

Karnafcnk ... •.* ' 

84,245 

86,868 

1,03,442 

1,81 309 

Ka«briiir ... .. j 


j 46.485 


23,128 

Maharastra ... ... 1 

19,696 

81,219 j 

1,24,815 

1,70,668 

Punjab 

48,266 

1.11,487 1 

1 66,481 

1,20,816 

Kajastbuii ... I 

74,576 

1,41,842 

39,408 j 

84,312 

Sind .. ... j 


... 

3,902 ; 

33,022 

Tamil Nad ... 

5,08,446 

7,42,195 

4,30,388 i 

; 1 

5,02,316 

United Provinces 

46,796 

1,69,794 

96,198 : 

2,71,946 

Utkdl 

18,967 

33,220 

1 46,194 ' 

51,471 

Total 

12,38,776 

20,93,087 

j 18,60,927 ‘ 

28,04,682 







A trust culled the Kxport Duiest (India), Ltd., has been 
formed by some German manufacturers with the aim of selliuf? 
as many German products as they can to India and of buying as 
many Indian products and raw materials as possible for consump- 
tion and use in Germany.^ The trust will cooperate with Indian 
capital and enterprise to further the development of Indian 
industries and explore foreig'n markets other than British. It has 
established its office in Bombay and started work in April last, 
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NOTES 


Already it is said to be doing excellent business. The large 
number of articles sold on the footi)atbs of llombay are supplied 
by it and its 'svares, crockery, hardware, toilet requisites, etc., 
are very much liked by the peoide. 

For the time being the Fx])ort l)ni(\st is confining its activities 
mainly to selling and buying but it has under consideration vast 
schemes foi* the stajting of new industries in India which when 
fully developed will make ihe country self-sufficdtuit. Of these 
various schemes one has ])ractically been completed and concerns 
the esiablishnient of the India Stationery (company which will 
produce all stationery including the finest kinds of pencils required 
in India. Other schemes pertain to the starting of the manufac- 
ture of cigarettes, glass-ware, soajjs, boots and shoes, brushes, 
chemicals, hard-ware, cutlery, paints and such other articles. So 
long as these industries are not started, the iiiist will supply to 
India the various articles and commodities she requires at (;om- 
paratively cheaper i)rices. 


The proposal for tlie amalgamation of the ])rinci})al mills of 
llombay somewhat on tin* lines of the Lancashire Ootton (Vupora- 
tion is making headway. Several meetings liave been held between 
some of the mill-owners, the Finance Member of the (xovern- 
ment of Jhmibay and the Managing Governor of the lm])erial l^ank 
of India iji r(*gard to tlie matter. The services of a repjosentative 
of the famous firm of mill valmus Messrs Airey Eiitwistle and 
Comj)any, Man(!hester, have heen requisitioned for the purpose of 
valuing the several cotton mills of Ihnnhay. A meeting of the 
})ropo8ed Itenibay Textile Mill Merger (\mimittee was held on 
September 29, 1980 and it decided to send a circular letter to all the 
mills interested in the amalgamation to supply full information 
regarding the plant, machinery and buildings of each mill as well 
as particulars com erning bleaching and dying plant, bungalows, 
chawls and other l)uildings with ground plans together with 
copies of balame sheets of each mill company. The mills will also 
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present a note on the api)i‘oxiniate value on September 30, 1930 
of slocks of cotton, cotton in process, yarn in process, cloth on 
looms, in the warehouse and in bales, stores, coal, oil, and any 
other articles that (constitute the working stoik so that the 
Committee might '^ome to a tigiire for the working capital of the 
])roposecl merger. With regard to finances some negotiations took 
idace between the Finance Department of the Oovernment of 
India, the Imperial Tfenk of India and rlu millownei.s to advance 
loans to the amount of about lls. crores to pr(>vide working 
(•a])ital, hut final arrangmm^nts do not seem v'^t lo have been 
arrived at. 


The Hides Cess Kiu^uir' (^mirnittee up],ointed by the (lovern- 
nn‘nt of India in Septembej* 1929 have submitted their report. 
The\ have leconnmmded the creation of a, permanent Cess 
(!ommitt(»e with the object of looking into the problems of 
im])rovem(mt of raw sto(;k, leather goods and allied manufactures, 
and handling them both in India and abioad. They hav<' ]>roposed 
a constitution for the (Vminiitlee on which all the interests 
(!onc(‘rned ar(* to be represent(Ml. As regards tnnds they are of 
opinion that Ifs. o to 7 lakhs a year will sutHce for the Committee to 
start on its work. And that this amount wdll he yielded by the 
jiro])osed cess rate on nnv hides and raw skins. If extra sums are 
needed they should they suggest be got by raising the cess rate 
])rovided the intejests concerned are consulted about it and give 
their consent to ii. Concerning the articles to he cessed and the 
rate of cess, their proposals are — (1) The rate of cess should he 
one per cent, (/(/ rfflorem; (2) the articles which will he cessed 
shonld be raw hides and raw’ skins; (3) the cess should he an export 
cess — that is, levied on articles w’hen exported ; (4) the cess shonld 
be levied according to the (existing export duty schedule of tariff 
valuations.’ 
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The Government of Kashmir had for some years under consi- 
deration the question of establishing a silk- weaving factory at 
Srinagar. They have now decided to start it through private 
enterprise which will receive every encouragement froui the state 
Government. An agreement has been reached with the local firm 
named llhagat Sukhdial Amir (’hand which will receive a loan on 
favourable rates of interest of Its. 3 lakhs in two instalments and 
which will be required to pay it back within nine years. Besides 
the loan which is to cover one-half the (;ost of the factory, the firm 
will get raw silk on three months’ credit and electric power on 
concession rates and will be exem])t from the payment of the 
import duty on chemicals and machinery and of the road till on 
vehicles plying specifically for Ihe use of ihe factory. The firm 
has been awarded the monopoly of these (‘oncessions for a period 
of 16 years. 

According to a iiuuuorandum on world production and trade 
issued by the Econoinict Section of the League of Nations the 
worlcVs i)opulation has increased b}’ 10 per cent between 1013 and 
1020 while ihe j)roduction oi foodstiilfs and ra^v materials has 
gone iq) by 25 2 )er cent and the trade by 22 per cent. Since 1925 
the iron steel and mechanical industries including engineering, 
shipbuilding, motor manufacture and the electric industry have 
increased by 25 })er cent. The development of cotton and wool in 
the textile groups has been slow while that of natural and arti- 
ficial silk has been quite fast. The production of elec-tri(*ity went 
U]) by 33 per cent between 1925 and 1928. 

The absorption by the United States and France of the 
equivalent of world’s production of gold since 1929 which has 
deprived the central banks of j 650 million is one of the chief causes 
of the existing economic crisis the world over. “What situation 
the ^vorld will have to face when the gold production which is put 
at £80,800,000 for 1930 comes down year by year to £74,000 in 
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1940 and wliich will decline much fasler after tbiH date owing td 
the gradual exhaustion of the South African mines according to 
the forecast of the gold delegation of the TiCague Financial 
Committee (laimot he (Mmjectured without alarm. To avoid another 
(trisis the. world will have to agree to some system of cxirreiicy 

which will do a wav with gold for domestic currency purjmses. 

f 

The continuous decline in the 11 *iiish exjKU’ts of cotton jnece- 
goods is very well ])rouglit oui hy the figures which the British 
(rovernmeiit (Jotlon (V)mmittee appoinied in August 1929 to 
inquire into and Jtqxjrt on the posiiic n and 2)r(>spects ol‘ the 
Lam^asliire cotton industry give in je])ort which is out. The 

figures show that in IhlJl Biciiain exported 7,2r)2,009dMK) linear 
yards of iiieeegoods and in 19-29 onl> ;h7o4, 851,990 linear yards — 
that is the ex[>ort ot tlnvse goods declined by 8,487, 149', (MM) linear 
yards. The ediief rediietion.s nrv in exiiorts to India which came 
down by 99 jter cent in (fuantity and to China and Ja])an which 
fell hy 79 per cent. The exports to British India decreased from 
3,057 million yards in 1913 to 1298 million yards in 1929 and to 
(jliina and Ja])am from 773 million yards to 220 million yards. 
The figures for 1930 will t(dl a much moie woeful tale. 

The Lancashire (’otton ( V^rporatioii is going to absorb the 
whole British cotton trade into a ralionalised industry. It has 
since its registraticMi examined 294 (tompanies (controlling 29 
million sjiindles with a view to their ahsoriition. 190 of thes(‘ 
com])anies have been found fit for absoiption and offers have been 
made to them for coming in while 49 eomjianies have been refused 
as being unfit. Of fhe,199 comjjanies that have been asked to 
join in 99 companies possessing 9^ million siniidles have accepted 
the offer and 17 conqianies controlling 1’/ million spindles are still 
considering it. Half of the latier conqianies at least are expected 
to agree also. 


F. 13 
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NOfES 


A immbor of ])r()iniiieiit iiidustiialiNis and coinnieFcial men in 
Hritain liavo forniod a (\)iinc‘il of Industry wifh Sir W. Morris the 
well-known motor maiuilacturer us ( liairnian. The aim of the 
(^ouncdl is to advance by all jiossible means Ihe economic and 
financial pros])erity of Ib ifain and jnotect Kmpire Trade. It has 
}iro]K)sed ‘ a ])rooramme of proba tion lor ilu' industries, a drastic 
rediK'tioii of taxation, and a common Mnijn’ie fis(‘al system.’ 

Accordino- fo a statement of the Tunes of I ml in the situation 
with le^ard fo fhe llombay Textile industry is showing* signs of 
imj/rov(*menf . Many firms have made sales and considerably 
redu(;ed tlndr stocks. As a lesult several mills which had decided 
to (dose are at work. The uncMnjdoynumt figure has cmne down. 
^J'owards the (lose of S(^ptember it sto(Ml at 01,000 but now it is 

;i;i,o(M>. 

The ]>res(»nt ])osition as regards the industry is that out of a 
total of 7<S mills in tlie city 10 aie cIosimI entiiely and iri are 
working partially, while the nmiaining 47 are working normally. 


— G. 1). K. 
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British Budcjeis. Six’.ond Srkiks. t By Sir Bcrnanl Mallot, 

K. C. B. and C. OH^^al(l (Jeor^^r. I’.t-o. (B-on.). ^*esK)>. Macinillau & Co., 
Ijtd,, 8\o, pT). xxiH 'ilO. I’rice 20 not 

Tlio two outNiandinji features of tin: sect nil soriv's of Bniish Budgets proHentcd 
l»y Sir Bernard Mallet in <*oilaljoraiion with Mi. ( . O. George are inoreiiKos in 
j)ul)lio exjienditure and in ])ul)lit d bti-. T lie oxtinit oi (lie growdh in publie, 
expenditure Ironi lOl.'MI to J020-21 will appear fn, i the following table, whieh 
also includes tl,ie ligiiies for lOlS-lO, the year ol nm .muon nominal expend 1 1 ur(‘ : — 


Sv’.RVk'KS 

A LI 1)1 T Kl) EX J»EN 1) ITU R IC 

1919-11 

IN 1' 

1918-19 

MIIJJON DUKJNO 

1920-21 

( ’on sol id at ('ll Fund 

. . 97 

281 

378 

Fighting 

. . m 

1 ,4 10 

.951 

Civil 

... 55 

1,400 

529 

Ixevmnie (I’osi Otiice, 

(’u^toms, etc.) ... 90 

50 

70 


Total .. 208 

3,147 

1 ,331 


blven if allowance is made for the fall in the ])iirehasing power of money, 
the growtli is truly remarkable and is a striking testimony to the elastieity of the 
l^ritish system of taxation. 

Coming now to detailed figures, it- is to be notieed that the expenses for 
(^msolidatcd Fund Serviees and CiviJ Services have eaeh risen nearly tenfold, 
w'hereas the cost of the Fighting Serviees has inereased nearly four times during 
1920-21, a-s eompared to 191.9 14. It is true that the first and the third increasefl 
are mainly due to the War, but the same thing eannot he said of the Civil Service*! 
— a f{iot which will he evident from the follow’ing analysis : 
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Audited taruNDiTiriiE in mu.lion duiunq 
Items ok Civil Sehvtck 1913*14 3926*21 

HailNvay and Canal Ai^oveiuents (including Ci>asi\vjso 


Transport Subsidy) 

. 

43 

Bread Subsidy 

. 

10 

Cour^Mines Deficiency 

— 

15 

Old Age Pensions ... 

12 

25 

3’ublic Education 

. 19 

58 

Board of Agriculture 

1 

f) 

Ministry of Health and Health Insurance 


15 

Miuistrv of liuhour and Unemployment Grants 

1 

29 

Total .. 

38 

231 


Tioavin}^ (uit oilier iteniK oi a l>Ke nature hticli as lionsiii^^ Kubsidies and 
advances, wliixdi also arc not directly attributable to the War, there has been a 
considerable incj-easc in social e\f>cndiiure. In Ibis lies the secret of success of the 
llritisli taxation sx^leni. ]^y sjauidin^^ more money on education, for inatanoe, 
there is a ji'realer m)])ctiis t<j production on the one band, and n transfereni'e. of 
wealth from the ricli to the poor on the (dher. Thus far from there heing any 
unduly lieav) burden of taxatuai, there may be a ne,t f^ain to the coininnnity in 
the shape of a lusher national dividend as we'll as in its better distribution. 
TTnfortunateh in India, the tendency seems to be to starve the secondary serviceB 
of the state on the plea of “ economy ” and financial strinpfency — a short *sighted 
policy whose effects are so patent at the present time. 

Another feature no less disquieting in the Indian budget is the heavy propor- 
tion of indirect taxes to total revenucB. In Great Britain, on the contrary, 
ineonie-tax is very sharply graduated and the proportion of direct taxes to the 
total tax revenue has gone up from l)7-6 per cent during 1933-14 to 68-2 per cent 
during 3020-21. Tims not only is more given to the poor as sliowm above, but 
piore is also t^ilcen f^’om the rich, with the result that inequalities are remove^ 
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by 8- double process. This “ deiuocrat^sation of finance ** becomes evident when 
we remember that diiiiig 1874-75 the proportion of indirect taxes to total tax 

revenue was about ilie same as the porportion of direct taxes during 1920-21, 
viz., 67-2 per cent. Furtberinorc, indirect taxes are made up of the taxation of 
luxuries to a greater extent now than before. 

The iiif^rease in the British Public Debt from X*649,770,000 on 1st Api'il, 1914, 
to t!7 ,585,41 0,000 on 01st March, 1921, is appalling, even when adequate allowance 
is made for the variation in the purchasing power of money. It may not be 

generally Imown that the pro-war debt is also a hjgacv of ])reviovs wars— the Boer 
War, the Crimean War and even the Napde.nic 'VS^’r^’s. Tn fad, if the British 
Public Debt of £850 millioTi during 1817 is compared to the debt of 1*050 million 

at the beginning of 10 Id -1.5, it wdll be evident tViat the decrease of £200 million 

in th^ nominal aTno.int is rendered nugatory by the considerable iiK'icase in the 
value of money. If the juevious wars thus ,ed to del *s. which were so heavy as 
to be difficult of repayment in the existing comlitimis oV public finance, the 
}>eaviness of the burden of the present wur-debts <annot be regarded es incom- 
inensurato with the gigantic effort, which had io be made. Tt is true that the 
British drqx'nded on ta\es rather than on leans for financing the War to a much 
gi'cator ^’xfent than the other b''lligerent nations, yet, at this distance of time, 
one cannot fail to notice an unjustifiable disinclination to enhance taxes, e.g., in 
Tdoyd Cicoige's first war budget. Even now, when fatuous cries about “ making 
the enemy pay” have been silenced, one freipiently hears talks about ” making 
the posterity pay.” As Dr. Dalton has rightly ]>oinied out, the posterity, if thor 
pay at all, ])ny to the ])Osterity and not to the present generation Tt is only by 
reducing the debt that the debt charge may he reduced ; there is no other way. 
Bepiidiatioii is ]>olitieally impossible; inflation is economieally disastrous — elsewhere 
as in Germany, 

Cnnld this burden of public debt have* been made ligbfer. not only by resort- 
ing to greater taxation, but also hv avoiding wastes? This brings us to the 
authors’ estimate of the wliole financial policy and administration of nreat Britain 
during the War. According to them, there is no (jnestion that, the maximum 
fighting capacity of the nation was never attained. There is equally no question 
that there was ” failure to attain the optimum point of taxation, failure to reduce 
to a minimum all unnecessary consumption and failure to avoid serious social 
discontent.” The usual gibe about being wise after the event cannot be applied 
to the authors, who are thoroughly unbiassed, although rightly critical. Nor do they 
fail to recognise that other belligerent nations have fared worse than (rreat Britain. 

The presentation of the figures and their nnalysi.s leave nothing to be desired. 

If the first part of the present series lacks the pungency of opposition speeches 
extracted in the previous series, the second part gives a closely reasoned and 
fxtremely valuable discussion on public finance, 
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Kusticus Roquitur, by M. L. Parliii^?, pp. 100, Oxford University Press, Bombay. 
Price Rs. 9. 

Mr. T>arlinj» once affain lias laid all slndenls of India’s Rural problems under 
oblijjation lo him. He bas ‘(iveii an intimate view of the villaj^e ])roblcmH 
four dilleriu^^ seciions of tbc Raiyat. The book is informiufy, stimulatin^S illuminat* 
in#? and sdiolarly. Neither dry-as-dust nor dullness find place. 

The book is based upon experience, study and wide readinp^. 

The first ])art is a diary bo^dnninj? December •‘1, 1928, endin^^ February 10, 
1929. It covers fifty daily marches on horseback, and extended to over seven 
hundred miles. Many Co-operative Societies and Banks were examined. 

The second ])art of the book summarizeK the tour, conclusions are drawn and 
su^rjjcstions are offered. These are bound to command attention. 

The book calls to mind, and the title siiji^ests the method of Herodotus. 
1’lie author reports what he lu'urs. without acceptin^^ it as alw’ays true, or reason* 
able. Ft also suf^iiests C’obbett’s “ Rural Rides,” althoujj^h there is this difference 
between them, Mr. Darlinjf looks on the country-side wn’th the eyes of the eco- 
nomist, stron^lv concerned with the co-operative movement, wdiile Cobbett rides as 
a farmer, with a , gospel of better a^^ricultu^e for Kuj>land'. If today T wanted to 
take up farmin^i in Fuf^land, T would pfo over Cobbett’s writinj^s knowdn}^ that bis 
observations would be (»f value to me in my cpiest for a soil of hij^h natural 
fertility. 

While ^unuin” miicb information from the author’s daily marches, there is 
miieh that he does not record that the fanner wmuld like to know. The author 
is inlei-ested in the results of a^irinillure, he sees the imporfam*e of heller farininj;. 
hut of ajjriculture a> such then* is litth* in the hook. I'lu* farmer W’ould like to 
kiKiW’ the lireed. (pialitv and condition of the sheep and iioats helonj^in*; to the 
family of (laddis, ])p. 7 and 8. The farmer also is interested to know the variety, 

vield, and cost of production of the various crops, the different croppin;^ systems 

Ml the different tracts. 

The author is loyal to the Panjah. and lauds i'ts people who are worthy of 

eulofiy. Does the cxallation of the Panjahi cause a depreciation of the dwellers 

in the less favored ])rovinees'> many non-Panjabis would question : — “ But 
where the rainfall is hifjher, vitality is low; and wdiere \ilality is low’ character 
suffers ” fp. r»7). Durin^^f my years in India 1 Rk) have come to admire the Panjah 
and its folk, and to noti* their many virtues. Truth howxwer compels me to add 
that there seems to be somcthiiify in the Panjah atmosphere that is inimical to the 
errowth of that estimable virtue, modesty. 

There are several instances of a curious use. of words : 

Should not “herd” on pa^fes 17 and 78 be “herder”? 

Pboiild not “ jrjj-dle ” on pages 61, note 1, and 142 bo “ griddle ” ? 
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On pages 49 

and 

is not 

churn ” 

u.sed 

to describe the 

dasher 

or 

agitator *.' Is 

not 

the * 

' churn 

the “ vessel ” 

or container as 

used 

in 

this sentence 

on 

page 

49 V As 

1 have 

seen 

one type of 

Indian 

churn at work, 

a 

piece 

of cord 

IS given 

two 

or three turns 

round 

the 

handle of the 

dasher. 

'l"he jierson or 

persons who work it, 

hold 


(Hie end of the cord m t^ne hand, and the other end in the other hand. lOach arm 
IS pulled in towards the hod^ or thnisi out from the body alternately; this causes 
the dasher to revohe clockwise when one hand is pulled in towards the body and 
counter clockwise when it is thrust mit. I; the .luthor (juite clear when he 
states: — She turns it rapidly to and fro*'V I nin not familiar vvith the idiom 
turn to and Inn" As one lainiliar v\Uh sonic of the processes of making butter, 

J am not sure tlmt the author chwiy expresses his meaning in the following : 
( 2 ). . dimg cak(‘s are used to heat the milk and make the ereain use. Jn 

liie evening tins js mixed with eiirds, and the next micning the whole is churned 
into hiitter.*’ The jiroeediirc usnallx loihjwed i that ttie milk is boiled slowly, 
which sterilizes il, then some curd ..aved (>eer ’lom the {U'evioiis hutch of sour 

milk IS added to sour it with bacterid that give a desirable flav(>r. M'jiis curl 
which has been saved over is usuaPy called a * starter.’' Having stood all night, 
the starter has usually done its work by norning and the whole is sutliciently 
sour to cluirii. The object of cbutnmg is to separate tlu^ butter fat from the curd. 
There is no jiroccss recorded tclli.i'; how curds can be *hurned mto butter. 
■'Taking out men their meals” (p. d51) hardly conforms to the demands of 
rhetoric. 

These nisiaiices are noted because they are there, hut it would iicd be wise 
lo allow tbcm lo iiitluence llic mind unduly agaln^^ the real solid worth of the 
hook, which IS great. 

The plan of the hook is to make most of the diary center round those asjiects 
of Milage life not ade([uatol\ dealt with in The Panjab J’easant in I’rosjienty 
and Debt.” These are, in general, the iieasaiit's relation to the landlord: 

religious leader; beggars; cattle; cost of marriages ; village industries; status ol 
woman; emigration; housing; rural sanitation and rural reconstruction. A lover of 
India tempted to be imiiatieiit at the slowness of the upward trend in the standard 
of living in the villages will be enJiearteiied by the enumeration of the many 
examiiles of 2 ii*ogress met with on this tour. J tried to make a list and found it 
altogether too long to insert in this review. If the educative jiroccsses observed — 
just beginning or well-established — can be xiaticntly, intelligently continued and 
multiplied, some now living will see a new India wherein the old light will be 
Buflfused with the new, and a contented prosperous and hapiiy jieople dwell. It 

is this slow, iiersisteut, unhurried, educative [irogramme that will bring results. 
If only patriotic, enthusiastic young India could see its unsurpassed opiiortunity 
to enlarge and liasten this programme, it would prepare itself for tlie task. 

Without adequate preparation success is iinpoRsiblc. 
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The author seeiiiH coimiiitteil, along with many other present-day writers, to 
some theories that mujio others do not regard as fully established : Birth control ; 
overpopulation; against improved iarm impieineiits lor the village farmer, and 
other maehinery to rid human life of its degrading debasing drudgery, (sec p» 
64) “ to complete one's disg\ist an oil engine.” 

The business of agriculture the world over, today, is depressed because more 
has been produced from the lields than tlie present number of people in the world 
can consume with their present standard <d living. By many it is assumed that 
an increase of iiopulatioii causes a lowering of the standard of living. To remedy 
this (Repression two* tilings should happen winch are not mutually exclusive: 
(1) more mouths to teed, more bodies to clothe, more houses to be built; (2) each 
mouth to consume more, each body to liave more clothing, each house to be enlarg- 
ed or in otiier words an increased population enjoying a higher standard of living. 
The recent census of the United Stales shows a pojmiation increase of 10* J in 
ten years. The standard of living has risen during tins period. 

India as a whole is not overfiopulated. ^Millions of acres of good land await 
peo[>le 10 cultivate them. Some parts of India have eongesled areas, where lihe 
people press too lioaviK on the land. Far too large a percentage of the populatioa 
IS engaged in agriculture. Some way should he lound to get fqrty per cent ot 
those engaged in iarming ott the land into education, industry, manufacture, 
commerce and transjioitation. ('heax> electric xiower in the I’aiijab, w'lth the 
mocliaiiical licnt of certain groups (Sihlis and motors), jn-omiseb to relieve the 
Xiressiire on the s(ijl. 

Tiitlia in the productioii ol her staxiles is in competition with world xiroduction. 
What the xirescnt situation in India calls for is to reduce the cost of x^rod notion. 
This demands improved methods, and the basis of a better metiiod is imxirovcd 
farm niachiiierv and implements, (’ost of xiroduction is being continually lowered 
in tliose countries wluch arc increasing the amount of XH)WU‘r maehinery. India with 
the country x^u'' » hulliK*k draft, hand iools, threshing floors cannot compete with 
tlie tractor plow or the combinc-harvester-thresher. The author gives an 
exainjile of the custom of two jiairs of bullocks to work 28 acres in Lyallpur 
winch has canal irrigation. Tins is — one l>ulItK*k to each seven acres with old fashion 
country imx>leiiicnts — an iinposKible burden. But with modern implements adapted 
to the bullock, one bullock to twenty acres is ainxde. India must come to 
improved farm macbinery if she is to have a favourable margin between cost of 
Xirodijclion and selling x^^^<'®* agricultural departments of India have a record 

of which tliey may well be proud, yet jt is true that the branch known as ^ 
Agricultural Engineering is the “ I )ex)artmerit Neglectuin.” The Agricultural 
Colleges have highly trained engineers in almost every branch of engineering 
except agricultural engineering. In connection with all the big irrigation schemes 
there is great need for an agricultural engineer. Many mistakes might have been 
avoided and much ])rogrcs8 made had tliese been attended to. The author reports 
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(p. 24D) a fodder culler oui of order and no one to repair it. The limiting iactor 
111 the introduction ol improved farm machinery ih not money, hut men trained 
to maintain it in running order. 

Kegarding Mr. Gandhi’s bpmnmg programme, tlie author approves. Mow if 
there is no other possible gainiul occupation lor the small farmer when he has 
no work on his land, all well and j^ood. But if tlierc were reasonable induceineul 
to make the effort, th.- farmtr mighi devote his time to improving his holding, 
as for instance, levelling land, terracing, pulling in dams to prevent erosion, 
digging new vsells or deepening old wells, drainage, trenching manure, or working* 
at a compost lieap, preparing hone \or phosptinte ma..me, <encing, proteclion 
against wild animals, mscct }H‘stfj and Mirious jimgiis and hacterial disease, 
intensive instead of extensive t‘»rmmg. Such effort w'ouid ultimately give a iuucli 
greater return than s])iiiiiing. 'J’his inosi fudian farmers knows hut the system 
of land tcMuie where the landlord takes a lived sli^i-e of the produce discourages 
the (armer. IMk* l*an]ah sa.uug is that tl ' liaiai s;ystem makes tlie landlord 
ricJi and the tenant poor. The author c..e8 f- rmcr.-i who had very little lelt after 
landlord or moneylender had taken liis share (pp. }lc al.o mentions 

laridlords “ wJio lew dues not eiucred in the reveiuc‘ jiapers hut sanetioned by 
custom ” (p. ‘ihd). In some parts of India tlie illegal exactions of landlord yr 
petty otfu'ial do more to hindcr^^^l'iculturall prosperity than almost an) oilier cause. 
Moihiiig cuts the nerve of effort more than to know' that one is not to get a fair 
share of the increased produce due to one’s own extra effort. Between landlord 
ami money lender tJie larimT livquentl) is '‘ft with less tlian lie needs to keep 
him efficient. Why .sow for another to reap:* 

The manure jut is advised liy the author, in many cases it is all that can 
he done under jiresent conditions. Dr. Fowler at C’avvupur, and Mr. and Mrs 
Howard at Indore suggest that a comjiosf Jieap projicrl) inoculated, turned over 
.scve.-al times, not onlv mcrea.ses the manurial value, hut greatly sliortens the 
jieriod of rotting. A jiroperly managed comjsost heai) uses all organic, waste and 
(jiiickly converts it into valuable manure. 

Tile author reports that many Panjah tanners keep a cow to jiroduce hiillocks, 
and a buffalo to supjily milk and ghi. Tins is an economic waste. 'J’he <*o\v 
should not only produce the l)iillo<*k, but also the milk and tlie ghi. There is a 
widespread hut erroneous belief that draft quality in the bullock, and milking 
<*aj)acity in the cow arc mutually exclusive. Those best qualified to lcnov\ m 
India, contrary to the findings of the Jloyal (’omimssion, point out tliat a dual 
juirpose type of cattle wliere draft-quality shall he jireseiil m the male and milk 
capacity m the female are attainable in India. A cow producing forty pounds of 
milk a day, will generally produce it clieaper than a buffalo will jiroduce an 
equal amount of milk. There is usually much more body weight to he maintained 
in the buffalo than in the cow'. Therefore more of the ration must go to maintain 
the body, before any of tlie ration can go to the production of milk. Until very 
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retjentiy (with one or tw’o notable exceptions) little attention has been paid to 
breeding to increase the milking capacity of the Indian cow. It is a waste of 
good food to feed a cow for milk if she does not have the milking inheritance, it 
is also a waste of good cow to underfeed her if she has inherited the capacity to 
produce milk. 

The author examines Mr. Brayne’s work at Gurgaon and points out its defects, 
which are serious, yet m spite of them the experiment is worth all it cost. Witn 
a little better atmosphere and attitude it might have succeeded. What Mr. Brayne 
*wa8 attempting is what Mr. Darling also advocates, also Mr. Moreland and the 
Boyal Commission on Agriculture. It is an attempt to capture the citadel of the 
Indian peasant farmer, to get at his will in terms that the villager can compre- 
liend. Without getting the willing consent and hearty co-operation of the villager 
no programme for rural betterment can succeed. Therefore all welcome the author’s 
suggestions to deal first with the inner man, once that is won, the expression of 
that light from ,withiii the villager will be fruitful. 

This book opens the floodgates and one could go on. But that w^ould be 
hardly fair to the reader. Get the book and study it. The last chapter deals with 
the relations between religion and economics. There is needed to-day much further 
study in this field. There is jiroinise of rich harvest to the one who will work 
out the economic conserjiiences of sixial custom and religious belief in India. The 
b(K)k is put in the attractive manner we associate with the Oxford University 
Tress. There is a. mai) indicating the route, an adecpiate glossary, good index, 
plenteous footnotes. 


Sam Hiooiniiottom. 


Thk Tradk op THE Indian Ooran, hy Vern Anstey, D.Sc. (Econ), Lecturer in 

(V)mmerce, London School of Economics. The University Geographical Series. 

Jjonginans, Green and Co. (Bl‘29)- Tp. xvi-f2r)I. Price B/O net. 

Mrs. Anstey — who was w^ell -known in Bombay before she returned to England 
after the untimely death of her husband, Principal V. Anstey of the Sydenham 
College, in 3920 — has recently made her d('*biit in the world of Indian, one may 
be permitted to say Eastern, economic literature and has published two praise- 
worthy books during the course of the last year, viz., ‘ The Trade of the Indian 
Ocean ’ and * The Economic Development of India.’ It is proposed here briefly 
to review the first book in which the author has made an attempt “ to account 
for, as well as to describe, the nature and extent of the existing trade and to 
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distinguish the outstanding commercial tendencies and potentialities of the principal 
areas ” of the Indian Ocean, which aie mentioned below in the order in which 
“ the various regions would be visited by a traveller making a periplus of the 
Ocean, starting from Aden, i.e., Aden, Iraq, Persia, India, Ceylon, British Malaya 
(and British territories in North Borneo), the Dutch East Indies, British East 
Africa, and Mauritius.” India is far and away the leadmg country of the Ocean 
as regards area, population, and total trade, accounting for 43 per cent of 
the total value of the trade. Along with British Malaya (23-3 per cent) and the 
Dutch East Indies (19-8) it contributes as much as 86 per cent (by value) of the 
total trade originating or terminating in the Indian Ocean. Oeyion takes the 
fourth place (4*5 per cent), then comes Persia (3-4 p. cent), next British East 
Africa (2-2 per cent), then Mauritius, Aden, Iraq and British Bo’*neo, each with 
approximately 1 per cent. Another striking featr.re of the trade is that it is 
concentrated upon a relatively small number of laige ports which are situated upon 
one or two outstanding trade routes. The other areas, though they possess great 
potentialities, are today in a backward economic sta;.fe of development owing mainly 
to their primitive means of communicatioii and trans]'ort. 

Tt is interesting to note that th ugh India is the ]»rcmier trading area of the 
Tndiati Ocean as said above, her trade per nead is actually less (£1*3) than that 
of any of the other areas — ever* of those whose economic development has only 
just begun — where it ranges from €9-3 for Oeyhin to 43‘7 for the Dutch East 
Indies and C2-9 for Iraq, not to speak of British Malaya whose enormously high 
figiin* of f?70 per head may he considered as •'tmormal owing to the inclusion of 
SinL^apore. with ifs extraordinary entrepot trade. Even after making allowance 
for the fact that this comparison is unfair to India since it ignores the enormous 
internal and coasting trade of the country, it show's the low level of average pro- 
duction and consumption of its masses. The author is therefore correct in assnm- 
inii ihaf a slight improvement in the standard of life of the Indian ryot might 
suffice to give a world-wo’de stimuhis to her commerce, though we do not agree with 
her view that ” the basis of the exchange between India and the TTnitod Kingdom 
can in general he termed * specialisation.’ Mrs. Anstev obviously underestimates 
the rapacity of India, given the necessarv opiiortunities, to produce manufactured 
gends at jiresent imported from the United Kingdom. 

The countries included in the study of the Indian Ocean, which has a hack- 
«u-oimd of geography and history, reveal the most varied tvpes of people, in 
different stages of economic development. The book nevertheless possesses a 
certain unitv of substance or plan of its owm as Professor A. T. Rargent points out 
iu his introduction to if. in so far as firstflv the whole area in its modern economic 
dcveloument has depended on European capital and ultimate economic control, 
secondly the plantation svstem is to he found in several countries included in that 
area, and thirdly there is an elaborate organisation of production and trade, 
financed from Europe, hut controlled effeetivelv by Europeans on the spot. Tt is 
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only in recent years and to a limited extent that India has been devisinj^ measures 
for restricting tlie use of foreign capital and delimiting its control over the cconomi<j 
exploitation of the country. 

In the chapter on Commercial Organisation, the author gives a very illuniiuat- 
ing account of the origin, functions, utility and possible abuses of the “ Managing 
Agent System ” m India and other areas of the Indian Ocean and shows how H 
has worhed heller in Malaya and the Dutch East Indies than in India. In the 
former countries owing to fe^\er lines of trade and types of production fewe** 
opportunities exist for a clash of interest.s between the various enterprises control- 
led by^ a firm of Managing Agents. There is also little rivalry between foreig/i 
and indigenous traders and there is no excessive concentration of pov\er in the 
hands of a few individuals or families as in India. A common feature of the 
trade organisation in these areas, Avhich w’c so much lament in India, is that 
practically the whole of the lucrative foreign trade, exchange banking and ship- 
ping are in the hands of firms whose headquarters are located in Fjuroj)e or sonie 
other foreign country. 

A prominent characteristic of the trade of the Indian Ocean is that the latter 

is a great source of siqiply of the raw materials and foodstuffs that are in great 

and increasing dciiiaiul liy tlie industrialised countries of the West. The principal 
exports are: cereals, oilseeds, mineral oil, raw and manufactured textiles (jute, 
cotton and wool) mineral ores, sugar, rubber, tea, etc,. The chief imports on the 

other hand are : miscellaneous manufactures including cloth, manufactured metal 

goods. Tiiachincry. railuav plant, coal, salt, maimres. cement, petroleum, wood 
fuilp and paper. The rise of the textile industries in India and the Far Fast and 
nf the Tata Steel and Iron (\unpany in India has produced a decline in the class 
of miscellaneous and, to a small extent, metal manufactures going to the Indian 
Ocean from the North. While tlie author is prepared to make a limited exception 
in fjnoiir of India, she confidently expects a continuation for a hmg time to come, 
nf the present type of exchange throughout Die greater part of the Indian Ocean 
Here again we must say that she displays a striking faith in the hasty generalisa- 
tion kmmn to economists as ‘ territorial division of labour.’ 

The iiuthor’s study of the trade of the Indian Ocean reveals aiiofhor very 
interesting feature, eommon to almost all the areas included in it, vi/,., the excess 
of merehaiidise exports over unneirts which appears striking even wdien allowance 
IS made for their net imports of specie. This may he explained on the ground 
of the tieculiar commercial and fxditical relatums tha^ exist hetw^een the industrialis- 
ed and imperial countries of the West and the countries of tropical luxuriance of 
the Indian Ocean many (,f which arc the dependencies or colonies of the former. 
Th(‘ latter have, therefore, to make t»avnicnts for their various ‘ invisible imports,’ 
ie.. for the use of Western eapitnl, for shinning and commercial services rendered, 
for commercial and financial oreanisatu,,, and fr,r administrative as well as military 
services and knowdedge, In this connection the autlu.r briefly refers fo the alleged 
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“ drain ” tlieory in India and exprcsaea her approval of the coiuduiions arrived 
at by Sir Theodore Morison who argues in his book, “ Economic Transition in 
India,” tliai India receives a commercial equivalent for all the items of the so- 
called ” drain ” of her wealth to the United Kingdom. It is obviously not possible 
within the limits of this review to join issues with Mrs. Anstey on this point. 
But we must point out that while ve are prepared to concede that the payments 
in question do not altogriher <‘onstitute a drain, the eoucliisions of Morison have 
not been entirely accepted even by the moderate section of Indian public opinion. 

The author’s treatment of the labour problem on the plantati' ns in the vaiious 
areas of the Indian Ocean is both adequate and fair to .• degree. 'J’he autho»* 
fiankly admits that under tlie system of mdenturtd lahoiir m the last century 

” the coolies Mere entirely at the mer<y i»f their masters and in practice their 
statirs vsas e(|Uivalont to slavery.” Thanks. Ivwevti, to tlie gradual realisation 
of th(' abuses ot this system by the varioas (V)h'*iial and other (lovcrnmentH 
involve*!, the imli'ntured s\stem and me jienal sanenon of laliour contracts have 
eventually been abolished almost cvc^yvvhcr.,. 

Tlio hook under review ih a mine of information and makes altogetlu r a very 
interesting and instructive reaihng Beveral other qucsiuus, not so far noticed, 

have been dealt with therein such as, <he economic characioristicK of the various 
areas ot ihc* Indian Ocean, a general vnwv of the main trade routes of the Ocean, 
the direction of trade of the several r'oiintrics involved, changes in tlie distrihution 
of ilieir trade, a compivhensive study ot the plantation industries (lea, coffee, sugar, 
rubber, etc.), and a sm vey tif the trade in minerals such as coal, manganese, 
tin, mineral oil, (tc, Sjiecial emphasis has hcim laid on tlie decline in the share 
of the United Kingdom’s e*\])()rt trade with the various areas ot the Indian Ocean 
as also (111 tlie popularily and success of the trading methods of tlu* Oernians, 
the .lapaiicso and the Americans who have stiffened their competition witli the 
Uiiiteil Kingdom in the Oceanic markets in the. post-war years. 

'riie utility of the hook has been considerably enhanced by the inclusion tberinn 
of a number of valuable maps, gra}>bs and statistical tables wbicb serve vividly 

to illusfrat** tb<* various aspects of the central llieme of the author. We have no 

liesitafion in saying tliat the hook under review' u a model of research work an<l 
reveals a very caret ul analytical stud> and critical faculty on the part of the 
distinguished autlior. We must, however, say that Mrs. Anstey has not succeeded 
in altogether shaking oj the common Western prejudices and pre-possessions in 
relation to the economic problems of (lie East. Wo are, however, glad rciadily 
to recognise the merits of lier achievements and to endorse Professor Sargent’s 
compliment to the author that as a skilful artist she has successfully assembled 
and interpreted the pieces of the puzzle of the trade of the Indian Ucean. 

S. Cl. Bkhi, 
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liABoUB AND HOUSING IN INDIA, by Raj Bahadur Gupta, M.A., Ph.D. (Bcon.), 
Lecturer, University of Lucknow. Longmans Green & Co. Ltd., pp. 264, 

price Rs. 7-8-0. 

Probably nothing touches the average man and therefore society as a whole, 
so profoundly — as his home — the place where he lives with his family and 

wherein are enshrined some of the deepest and the most sacred memories of his 
life. It is on this aspect of the life of the Indian working man that Dr. Raj 
Bahadur Gupta has given us his bot)k. We believe it is the first book of its kind 
for India. There have been other works, but these deal with a restricted area, 
for example, Professor Burnett-Hurst’s book deals with the Housing Problem of 
Bombay Presidency only. In Dr. Gupta’s book, we have a very thorough and 
detailed survey for the country as a whole. 

The book has been divided into four parts. I^art I treats of the Housing 

l*roblem, Pari TT deals with the Social Aspect of the Housing Problem, Part 

III relates to Housing and Public Health, and Part IV deals with Remedies. There 
are Appendices and a useful Index, The book has a very interesting and 
instructive, though somewhat lengthy introduction by the well-known Indian 
Economist, Dr. Badha Kamal Mukerji, also of the Lucknow University. 

The outstanding merit of the book is the fact that it is not the result of an 
arm-chair production, but tlie ouicome of a prolonged and close study of the 
question at first liand and direct observation of numerous labour centres visited 
personally by the author up and down the country. The only field not touched 
is the Tea Garden Estates where we believe various schemes of labour housing, 
e.g., coolie-lines, bustics and village settlements have been worked out by the 
companies. A survey of tlicse by the author w’ould have been interesting. 

The book contains a careful comparison and contrast of the solution of the 
housing problem as worked out m European and American countries. Such 
references to foreign countries are necessary and useful. We would wish to submit 
to the author to include in (he future issues of his work a comparison with the 
housing conditions in, say China and Japan. W^e have a feeling that such 
comparisons will prove more fruitful and probably not so depressing as comparison! 
wdth the very rich and highly -advanced countries of the West, like England, 
America and Germany. As far as we know our Indian conditions, bad as they 
are in all conscience, are nothing like so depressing as the industrial centres of 
Japan and China, say cities like Tokyo, Kobe, Shanghai, Canton and Nankin. 

The author has given true and faithful description of the housing conditions 
as they exist and the manifold evil social consequences that result therefrom, but 
also has made helpful, and practical suggestions for the overcoming of these evils. 
His remedies are worthy of serious consideration. 

The author brings out forcefully the dual peculiarity of our Indian industrial 
cities which add considerably to the difficulties of building suitable houses to 
meet the requirements of the different categories of workers. The one is the 
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migratory character of the population and the other is its disproportionately large 
male-composition. Single men’s dwellings and family houses for more permanent 
residence must be provided in our housing schemes of the future. 

The sex problem to which our attention is drawn by the author deserves very 
careful consideration and calls tor immediate action by all concerned, if we are 
to save our industrial population from imminent disintegration and sordid degrada* 
tion. We may here draw attention as a contrast to the position of women workers 
in the fields and farms (d India, by reference lo a beautiful passage in the 
book on page 46. The growing sex disproportion, end the still greater disparity 
of the sexes at the age of puberty, in the cities, necessarily leads to sexual and 
otlier social evils assisted as these are by the preseiuc oj prostitutes and the grog- 
shops. 

With regard to high rents and low wages the author ha^ to say :“.... high 
rents are not only a direct hardship upon the small wage-earneis, in so far as 
they take away a good ]>art of their iuc<une, but indiretdy leave a most disastrous 
effect upon their health.” In Nagpui, fo» instanre, the author states that the 
percentage of in^'ome sjient on house-renr by a family of unskilled labwurers is 
22 and in the case of an artizan family 13 3. The author does not accept the 
result obtained by the Bombay Labour Office Enquiry, conducted in 1924, into 
w^ages and cost of living which gave the figure 7*7 per cent as the average cost 
on house-rent incurred by t)ie working class family in Bombay. Whatever be 
the discrepancies in the figures, house-rent does show a large share of the workers’ 
income spent under this head. 

We are convinced that until a minimum wage legislation is passed a great 
deal of suffering on this account will not he mitigated. 

Dr. Oiipta has no hesitation in saying that Ihe employers as a class have 

failed to meet the needs of fheir workers. They have not cared for the housing 

of their employees. He is most scathing in his condemnation of the Ahmedabad 
raillowners. He writes ; ” The millowners are generally very rich and have been 
making high profits at the expense of the poor labourers. They can do much to 
improve the conditions of their employees if they raise their little finger. But 
they have so far been criminally neglectful of all their duties towards them . . . 
it is a pity that the Ahmedabad millowners, in spite of huge accumulated riches, 
have done practically nothing for those who made all those riches possible.” Tliese 
are strong words I We hope they will have their desired effect. 

, One of the major difficulties in the way of improvement is lack of finance. 

But Dr. Gupta courageously and rightly says : ” The question of finance has to 
be settled by provincial legislation, so that the municipalities might provide money 
for their needs : firstly, from local rates and cesses ; secondly, from provincial 
contributions; thirdly, from municipal loans; and finally, and in the last resort, 
by taking recourse to fresh taxation earmarked from particular purposes. The 
fact is that we simply have to find money for these purposes. Money is found 
to finance war, why in the name of sheer commonsense, should the necessary 
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burdens not be borne to war against these great social evils connected with 

bad and inadequate housing? 

The story of Tinproveinent Trusts and the Development Directorates are 
pathetic reading! Dr. (4upta recomnieiuls : “What is needed, therefore, is to 
make the Trusts more popular on their advisory and deliberative side, to give 
]»ropcr representation to the intere.'^ts likely to be affected, especially to the labourers 
and other poor classes and to curtail expenses by reducing the number of whole- 
lime and highly-paid officials and establisliments." 

])r. Gupta rightly thinks that the adequate solution of the hc)using difficulty 
should form one of the primary I unctions of the State. He suggests raising a 
Housing' Fund by issuing Government Bonds, under direction of Th’ovincial 
Governments, from which loans should be given to various bodies; municipalities, 
co-operative societies and other organisations under cert am terms and conditions. 
He looks to co-operatioM as the best solvent of tlie problem. It is a matter of 
regret that so far mneb lieadwaN has not been made by tins form of co-ojieratioii 
m India. But probably we are in the beginnings of great clmuges ii Ibis direction. 

We have hut to conclude bv saying that Dr. Gupta has ]>roduced a weighty 
W(»rk winch must command llie attention ol all those wlu) are mindful' ol the healtb 
and happiness of others in onr industrial cities. He has rendered tluur cause 
a valnalile ami faitlifnl siTvice. 

-S. K. II. 


IxDUSTmsL WkU'WIik in India, by V. S. Lokanatban, M.A., Bender in Indian 

J'lcoiiomics, I'lnversity of Madras, pp. '2*2*2. 

'rhe volume of literature on Indian Jjabour is happil.v steadily growing. Indian 
Daboiir as a field of economic emjuirj as measured by the inimber of industrial 
workers may not be a very extensive one, but that it is vital to the country’s 
well -being none can doubt. So it is fortunate that the State as well as jirivate 
individuals are giving it more of their altention. Mr. Lokanatban ’s contribution 
to llie study of this field will, we are certain, occupy an important place in tlie 
literal lire on Ibis subject. 

He lias grouped bis study into three main divisions. Bart I treals ot State 
and Welfare, Part IT of Kiiiployers and M'elfare, and Bart ITT of IVadc Unionism 
and Welfare. There is an Introduction by ])r. Gilbert Slater who rightly congra- 
tulates the author for Ins careful, painstaking and accurate survey of the field. 
There is a useful Index attached. We wnsh the author liad included a Bibliography. 
We trust this w’ill be done in the future issues of llie book. 

We must confess that the title of the hook misled us not a little! The term 
“ Industrial Welfare ” has attaclied to itself a very restricted meaning and usually 
includes only those activities that are undertaken Viy the employers, or other 
philanthropic bodies for the amelioration of tlie lot of the workers. Wc therefore 
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feel that it ie a distinct stretching ol the use of the term to include under it the 
acti'i^ties of the State in this direction. We submit that some such title as ** A 
Study of Indian Labour ” would be a more accurate description of the book. 

We can say that it has been a very pleasant task for us to read the book: 
While being technical and strictly accurate in the handling of his material, the 
author has been able to present bis subject in a remarkably attractive and read- 
able style. 

We have also to observe that the borik is free from all b’as and pre-conceived 
prejudices which so commonly mar the value of boo!:s on Laboir. We are certain 
that Employers, Labour leaders and State o^cials will find that the author has 
treated his siibjecf with eminent fairness aid justice. 

liemarking about our industrial legislation as a whole the author lightly says r 
“ There can be no doubt that this steady and progressive chan.cter c* the legisU 
tion makes it superior to one based on tiieoretic.^,! oi a priori considerations . . . 
There is often no question of principle involve vl in details of industrial legisla 
tion, it is largely a ma-ttej: of expedienc\.” ^le also coirectly states : “ . . . . 
tliere is no basis for alarm that the coontrv is adopting refvirms in any undue 
haste at tlie instance of the JTite'nutional LaU>nr Conf reiices The Govern- 

ment of India have always been able to put a dyke against the current of hasty 
legislal.on by tlieir insistence on circulating to the Provincial Governments at every 

new step By tluis placing .enquiry first, the country has been able to avoid 

the pitfalls of ill-considered legislauon and there is no reason to fear that any 
departure from the traditional jiraciice will ev»r be made.” While we admit the 
thoroughness of the method, we hold that the jiace of legislation may have been 
(piicker than it has been in several directions, e.g., Maternity Benefit, Fortnightly 
Wages Payment, Minimum Wage Provision, sfieedier exclusion of Women working 
underground in mines and the like. 

We are not quite sure that we agree with Mr. Lokanathaii’s proposal that 
the Compensation Commissioners should be empowered to initiate proceedings for 
the award of comjieiisation to injured 'vorker or his dependents. We realise that 
many victims now suffer for lack of this provision. But we are confident that 
witli the growing strength of the Trade Unions and the awakening of Labour 
in general such cases will rapidly diminish in number. 

With regard to Welfare Work the author very rightly says : ” The idea should 
never get into the minds of the several heads of departments that Welfare WorK 
is none of their conceni and that it is only the duty of the department specially 
created for the purpose.” We have personal knowledge of establishments both 
in the country and abroad where welfare work has not made much headway simply 
bec^iuse there was lack of co-operation, if not actual hostility to the entire ide% 
by the managers or other departmental beads and foremen. 

Another cardinal principle of Welfare Work which has been duly emphasised 
by Mr. Lokanathan is : “No scheme of Welfare Work is ever likely to be success- 
ful unless it Is worked with the consent of the workers and with their willing and 

F. 15 
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active co-operation. Many a kindhcarlod employer or philanthropic society have 
lieen embittered because of tlie ajiparcnl lack of enihusiasm or appreciation on 
the part of the employees for the work done which is due, simply because they 
have failed to act on the above ])rinciple. We are glad to note, however, that 
many firms, railways and other establishments in the country have constituted 
duly elected committees or similar IxKlies by which the Management and the 
workers come into intimate consultation and co-ojieration on such matters. 

A general survey of different types of Welfare Work done in the eonntry is 
given winch is very instructive reading. 

An able analysis and description of the Trade Union movement in India is 
\ 

given. We feel sure Labour leaders and employers, too, will fin'd this jiart of the 
book full of interest. 

We find ourselves in agreement with the author when be deplores the exclusion 
of the Ahinedabad Unions from the general Trade Union movement of the country, 
lie writes : “ And yet (landbi’s position, sound in itself, is from a larger and 
international point of view defective. Labour has become an international question 
and at the World (kuiference at (leneva there should be one body for each country 
wliich could siieak with authority and voice the demands of the lahourers of the 
country.” We arc certain the author must be deploring the recent Trade Union 
movement development s in the country which reached their Himax in the very 
regrettable split in the ranks of the Trade Union Congress at Nagpur last year. 
We trust re-unmn will soon be established ior the good of tlu' workers as a 
w'hole. 

In eonchisioii we Jiave to say that in writing this book with sucli painstaking 
care, scrupulous fairness of mind and obvious fleMition, Mr. Lokanatban has 
rendered praisewortliv service to the cause of the Wcllare of India’s industrial 
workers. W(* commend this book with confidence to the reading juiblic. 

- -S. K. IL 


Silver Jubilee Souvenir, 1930 (The Triplicane Urban Cooperative Society, 

Ltd ). Printed at the Madras Law Journal Press, Mylapore, Madras, 

pp. 22. 

The Triplicane Urban Cooperative Society, Ltd., celebrated its Silver 
Jubilee at the end of January 19,30. The present volume is published as 
a souvenir to commemorate that unique event. A successful Cooperative 
Society is in itself a great blessing. To be able to celebrate its Silver Jubilee 
is certainly a great achievement. We beg to offer our most cordial good 
wishes to the society and wisli it the best of luck. 

The volume is divided into five sections. The first contains greetings 
ami messages sent by prominent cooperators from all parts of the world. We 
must say, the good wishes expressed in them tlu* Society has earned in full. 
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The second section gives us a detailed account ol the origin and 
growth of the Triplicane Urban Cooperative Society from l904 when it was 
started. Its membership has increased from U to 5*781, its sales from 
Rs* 20)000 to Rs. 11,15,000, its deposits from Rs. 865 to Rs. 1,86,000 and its 
reserve fund from Rs. 269 to Rs 84,000. There is also a Common Good Fund — 
to which one-fourth of the profits is credited — which has grown from Rs. 198 
to over Rs. 36,000. All this shows a fine record of progress and the society 
can well afford to be proud of it. The whole system of purchase and distri- 
bution is clearly explained. The problem of oliininuting tlu middleman —the 
chief aim of a distributive society— still presents di.Ti(‘ulti'^‘9 but we are 
confident the society will ultimately find a salisiuctory solutlvui of it. 

The third section contains special ai tides contributed by prominent 
Cooperators, some of which we have read wiGi great interest and profit. 
The Hon. V. Kamadas Pantulu writes on ^he economicj of v’onsumer’s 
(!)ooperation. Mr K. T. Paul, Secretaiy ( f the Y. M. (\ A. writes a brilliant 
article on Cooperation in Denmark in wu^cl. In gives a flasblight picture 
of the system of distributive cooperation in l^eiiraark lor which that country 
is famous. Prof. Ramakrish nan of the Madras University writts on Linking 
Consumer’s and Producer’s Sreioties whil'> Mr. T, K. Aiyangar writes on 
the future of the T. U. C 8. The fourth section is of lo.al interest, giving us 
the d^ tails of the Jubilee cel ‘brations at the head office and at the branches. 
The fifth and the last section gives a complete list the, past and present 
oflRcers of the society. 

The volume is very well illustrated and it makes a very pleasant reading. 
The story of the early difficulties and of the faith and energy with 
which they were overcome will inspire many a Cooperative Society 
throughout the length and breadth t)f this country. We are confident the 
society has glorious work in front of it and we wish it the best of luck. 

The volume is a very creditable record. Its get up is excellent. 

H. MuKHEBJEK. 


HihAB Oo-OPEBATION (Hajipur Subdivision), by Sadushiva Prasad, 

pp. 202, price Rs. 1-8-0. 

This is a small volume of about 200 pages and it gives us a lucid 
account of the present position of the co-operative movement in the Hajipur 
Subdivision in Bihar. As the author explains in the preface, there are 
numerous books on the theory of co-operation but very few on the practical 
working of the co-operative movement in the villages, It is this great 
want which the author wants to meet by this brilliant amt exhaustive 
survey of the movement in one important subdivision of Bihar. We are 
glad to note that this is not his first attempt. His earlier volume on the 
Co-operative Credit in Jamui Subdivision gave us a beautiful account of the 
co-operative movement in another part of Bihar. 
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The first chapter in the book under review deals with the history and 
growth of co-operative Societies in the subdivision. The societies are classified 
under five distinct heads— Model, Good, Average, Bad and Hopeless. In 1928, 
out of 177 societies there were 12 model, 89 good and 111 average societies. 
The average working capital, [^per , society in 1928 came to a little over 
Rs. 3,000. The author finds that up till now only 2 per cent of the people 
have joined these rural societies — which shows the size of the vacuum we 
have yet to fill. The author takes us through the different types of societies 
and gives us interesting accounts of them. He thinks (p. 23) that the super- 
vision of the primary societies is inadequate. The Supervisors are overworked 
and it is indeed too much to expect that they would supervise efficiently not less 
than 40 societies in the charge of each individual. This problem of supervision 
afiects not merely the Hajipur subdivision in Bihar but all subdivisions in all 
provinces throughout India. “ If co-operation fails,” wrote] the Royal Com- 
mission on .Indian Agriculture, “there will fail the] best hope of India.” If 
co-operation ever fails in India, it will be due entirely to the lack or 
difficulty of supervision. Due to the general illiteracy in India, the problems 
and difficulties of supervision are far greater than in the more advanced 
countries of the West. The system of group secretaries where one man 
has to do the secretarial work of a large number of societies grouped 
together is due solely to the fact that we can’t easily find a literate man fit 
for the work in every village. It is with very great difficulty that we can 
rope in a number of societies with one literate man as a group secretary. 
The author gives us very valuable materials regarding the debts of members 
and it is noticeable that in many societies the members’ debt to the luabajau 
exceeds the debts to the society (pp. 32—47). Wherever the mahajan beats 
down the society there is room for enquiry. Such a phenomenon can be due to 
one or the other of the following reasons, viz : — 

(a) either the Mahajan’s system suits the cultivator admirably and 

he does not want to go to the society, or 

(b) there must be some grave defects in the society system of granting 

loan, or 

(o) the capital available with either party is inadequate to meet the 
total needs of the village and hence it becomes necessary to 
approach both in order to find adequate finance. 

The co-operative movement was organised to fight the mahajan over a 
thousand fronts in India, It is apparent we are losing the battje in a number 
of them. It would be very interesting'^to find out why the Mahajan beats us 
and how. We regret we get no reply to it from the author. We hope he will 
fill up the gap in the next edition of the volume. The analysis of the objects 
for which loans are sought (p. 9l) is very interesting but the author holds 
that members seldom utilise their loans, for the declared objects. That is a 
great pity. Our societies must exercise greater control on the use of loans. 
The benefits of the movemenf) — economic, social and moral— are discussed in a 
subsequent chapter but it is the last chapter— where the author describes the 
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defects of the moyement in Hajipur— which would be found eminently useful 
by all oo-operators. The author has courageously exposed the grave defects 
from which the movement suffers and we are confident that if the authorities 
will now review the position of the societies in the light of the defects 
exposed, it would go a very great way in improving their position and stability. 
There is no need to be disheartened but there is need for courage and faith. 
The movement is really indebted to the author for his very able and searching 
enquiry. We wish there would be many more like him. The price of the 
book is Rs. 1-8-0 and it can be had from the Bihar and Orissa Co-operative 
Federation at Patna. 

~B. Mukhbrjbb 


The Industrial Development op Indi-^, by N. ^t. Pal, M.Sc., Ph.D., to be 
had of Tho Book Ot)mpany, Calcxttta, i03u. Pp. ?42. 

This volume is intended “to give a descriptive and critical acco.int of the 
industrial or economic development of India” .»faoe). It is divided into 
five books. Books 1, II and III are concerned with tho development of the 
raining and manufacturing industries, the agricultural industries and the forest 
industries respectively ; Book IV deals with the development of the factors 
of production ; and, Book V compares and evaluates the old and the present 
economic, systems. 

The volume is, on the whole, quite a s.^tisfactory production. It lays no 
claim ‘‘ to special inspiration, discovery, or originality, but simply to useful- 
iiees” (Preface). There is no doubt that the volume is a very useful one. 
It presents a fairly comprehensive and critical account of the existence, decay 
where it occurred, and growth of the different kinds of industries discussed in 
tho first three books particularly since the times of the East India Company 
and brings the account down to the year 1926-27. These three books contain 
the best part of the volume. The fourth book is rather sketchy. The treat- 
ment of the three factors of production — land, labour and organisation — is not 
as full as it should be considering the space devoted to the treatment of 
industries as well as the importance of the factors themselves. The treatment 
of the 4th factor— capital is practically neglected. What little consideration it 
receives or what one can infer about it is only in or from the account given 
of railways. 

As regards Book Y, we are afraid, we do not mostly agree with the author 
in the views he holds about the old Indian economic system and its bases. But 
that does not take away anything from the worth of tho book. We are, at 
one with him in his evaluation of the new that is the present system 

The volume will be of immense use to the students of Indian economic 
system and we gladly recommend it to them. 


-G. D. K. 
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An Elbmentaby Treatise on Indian Money, Hankino and Finance, 

Paril, First Edition, by Tarapada Uass Gupta, M.A., (Calcutta). The 

Bengal Publishing Co., 1929. Pp* 107. Pri(5e Rs 2-8. 

The author has wisely refrained from giving an introduction or preface 
to th<‘ book. A concise volume on the subject was a long-felt want and surely 
no apology was needed for bringing out such a book. Necessarily many inter- 
esting topics and much valuable information had to be left out in making a 
brief survey of so big a subject. Mistakes of omission may thus be easily 
condoned. 

'['he book is divided into nine chapters dealing with foreign trade, gold 
and silver, money, prices, foreign exchange, our cuirency system, paper 
currency and reserves and a gold standard for India. Contents of the book 
belie its title which st'ems to be misleading inasmuch as nothing has been 
written on the subject of Indian banking and finance. Perhaps the author 
has reservetl these topics for the second volume of his book. 

The success of the author in presenting fresh information in a concise 
manner and lucid form deserves special commendation. The impartial and 
unbiassed manner in which facts have been presented renders the book specially 
valuable to politicians and students alike. 

The usefulness of a much needed volume like this is unft>rtunately 
marred by the existence of several mistakes in the body of the book. A few 
samples are given here to help the author in eliminating them. 

<)n page 20 the first paragraph starts with the statement ‘‘ all desirable 
things are wealth.” On page 26, line 10, states “Now reserves generally 
constitute about 50 to 60 per cent of the total value of notes in circulation. ” 
((h)mmon usage does not justify the limitation of the term reserves to mean 
only the metallic portion of the Paper (Currency Reserve.) 

On page 26 a standard coin has been defined as follows: — “ A coin to be 
strictly standard must be fieely coined by the Government, i.e., any individual 
may present bullion at the mint for getting the same coined on making a 
nominal payment called the seigniorage ” 

On page B5 an arithmetical error has been committed in the culculation 
of the average. ( Page 37, line 12 ) “ When the sumdy of commodities 
decreases, the demand for them increases.” 

(Page 46, Footnote) “ Thus the rupee appreciatea iu terms of the sterling 
when the value of the sterling increases.” 

(Page 55, last paragraph) “In 1868 it was notified by the Government of 
India that sovereigns and half-sovereigns .... should be received in all 
treasuries as the equivalent of 10 and 5 rupees respectively.” (The notification 
was really made in 1864, not 1868.) 

On page 66, line 22, states “ Four great international currency con- 
ferences held at Paris.” (It was the first conference of 1867 which was 
held at Paris and the author, most probably, refers his readers to that con- 
ference.) 

(Page 76, line 10)— “ The exchange rate which had risen to Is. 6d. jn 
August, 1717 :* 
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There are several misprints in th.» footnote given on page 79. In the foot** 
notej given on pp. 7 and 83 readers have been referred to Appendix.! 
which has not been given at all in the book. 

(Page 87) — Provisions of the Gold Note Act of 1898 have not been cor- 
rectly stated. (It was the Act of 1906 which gave full powers to the 
Government to hold gold either in London or in India, The footnote given 
<»n page 96 should have been given on page 96. 

Numerous printing, spelling and grammatical mistakes have been com- 
mitted in the book. 

The tendency of authors to be original even in quoting iigiires and 
dates renders the task of reviewers doub’y uiffiouJt Some tignres given in 
this book too do not tally with those given in stand \rd works. If authors 
<50uld consent to give the souix^es of their information, they would rightly 
earn the gratitude of their readers and reviewers. 

It is hoped that a second edition of the work would lU't have tliest defects 
and that the book could, then, be safely placed in the hands of students 
and beginners. The removal of these hort 'orniags is an urgent necessity 
and the author an<l the publishers may safely expect their paii.s to be 
richly rewarded. The Indian public has at last be nr aroused to a certain 
extent and is showing signs of interest in this negiecteu subject. 

— IdABABWATl PbASAP. 


Evolution of Local 8blf-Governmrwt tn Bombay, by IL P. Massani. 

Published by Oxford University’ Press, pp. xviii, 421. Price Ks. 16. 

‘ Evolution of Local 8elf-Governnieiit in Bombay’ is the latest addition 
to the scanty literature on the subject of Local Belf-Government in India. 
The energies of our best men so far have been more, or less exclusively con- 
centrated on matters of wider political significance with the rt^sult that this 
subject has not received its due share of study and thought. However, last 
wdnter we had two papers on local finance and administration, read before 
the annual session of the Indian Economic Association and now we have 
before us this very interesting book. This sho'ws that we are beginning to 
realize the great importance of the study of problems of local administration 
in the programme of national evolution. 

The work under review is capable of being divided into four parts: (1) 
first three chapters which deal with the Local 8elf-Governing organisations 
which existed in Pre— British days; (2) next three chapters which deal with 
the local administration of Bombay City, from 1666 to l798; (3) next eight 
chapters which deal with Municipal life in Bombay during the period, 1793 
to 1885 ; and (4) last eighteen chapters which cover the period from 1866 to 
the present day. Taking as a whole the author’s treatment of the present, that 
is, the achievement of the British in the domain of Local Self-Government 
in the city of Bombay during the nineteenth and twentieth centuries is 
both full and faithful to the facts. The same, how’ever, is difficult to say 
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ab6ui) the period 1727 to 179B and sttll more so about the period 1666 to 1727, 
vrhUe his generalisations abrtiit what we had in the Pre-British days are 
rather hasty. 

Nobody who has had any the least familiarity with, the life of people of 
this country and who has even cursorily gone through the historical data 
available today would challenge in ioto the statement of the author in 
chapter 1, page 2 , that “ It’is true, nevertheless, that the conceptiorr of Local 
Self-Government is not foreign to the genius of the people/** Ahd yet it is 
not easy to substantiate with any reliable data the thesis that cities and towns 
in India had self-gorerning organisation for administering their municipal life. 
And this^ because whereas we have almost an overwhelming evidence, both 
in the past and the present, to show that every-day life of the people was 
permeated with the ideas of Self-Government and self-help there is not much 
to show that those ideas were put into practice on any general scale for the 
administration of municipal life in the oitic^s and towns of India. It is this 
lack of positive evidence on the point that presumably has forced our other- 
wise critical author to make such a self-contradictory statement as he does 
in the following : Long before self-governing organizations were evolved 
in Europe Indian cities had their village communities and popular assemblies 
and their Sabhas and Mahisabhas, Parishads and Sailighas, Ramtihas and 
Punchavaras for the control and management of lotjal affairs.’’ 

During the period 1665 to 1727 we are given a mass of useful and interest- 
ing information as far scattered in published and unpublished records. To 
a reader not familiar with the difficulties of securing materials for this period 
the account given by Mr. Masani may appear as not quite full, and to a trained 
researcher as rather uncritical. But perhaps it is the best that could be given 
under the circumstances. However, I must add that the author has not 
done full justice to the historical data available and to the reforms in local 
administration introduced by Aungier. 

Chapters dealing with the period 1727 to 1793 and entitled a Century of 
Local Government by the Qovernor-in-Oouncil is again full of interesting 
details about the municipal life and municipal administration in the city 
of Bombay. As a narrative of facts the account given by Mr. Masani is both 
full and faithful. But as a statement of the true constitutional position and 
even as a statement of the details of administrative Organizations it is by no 
means complete. As a practical proposition it is quite true that the Governor 
and Council looked after the- municipal life of the city of Bombay during 
this period. But from a strict constitutional point of view they did not . The 
Charter of 1926 vested the Municipal Government of the city of Bombay in a 
body of the Justices of the Peace and it was because the only Justices of the 
Peace named in that Charter were the Governor and Members of the Council 
that the Governor and Council came to he in practice the municipal 
authorities of the city. 

Prom i>his point onwards Mr. Masani’s treatment of the municipal life 
of the city of Bombay is quite rich in the wealth of its details and the 
mastery of exposition. The only thing that it does not emphasise in as full 
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a maniKar as the importance of the subject deserved being the finances of 
the city at various stages. 

^fhere is no doubt in our min<l that Mr. Masani^s work is by far the best 
of its kind and gives ample evidence of being the result of continuous and 
strenuous labour over a s(*ries of years. He has given us a bock of extraordi- 
nary interest and to those engaged in the inunicipa' work of Hombay it 
must prove of lasting value. As a matter of fact it is so full of interesting 
comparisons and sididights from other countries of the world that no student 
of municipal life in India, n«) matter to what part of the country he belongs, 
should forget to rend it and derive inspirati«.n from its pages. 

— 11 (1. Hij/tnagar. 


The Cambridge History ok India. Voi. V. !>iti.sh India, 1497—1868. 

Kdited by 11. 11. Dodvvell. (^irribridge University Press. Pp. 683. Price 

30h. net. 

The volume describes iii thirty-two cbapte-s tlie political history of 
India during 1497 — 1858. Profesroi Dodwell ) as not o dy edited the volume 
bull has contributed as many as eight chapters, One notable feature of the 
volume 'S that the chapters dealing vdth the rise and development of the 
French Power in India are written ny Frenchmen, one of whom is tlie 
Professor of Colonial History at the Sarbonne and an ex-(lovernor of the 
French Settlements in India. The chapter on “The Dutch in India” is 
written by Dr. P. Oeyl, Professor of Dutch liistory and Institutions in the 
University of Ijondon. .Among the other contributors may be mentioned 
Mr. P. Hj. Roberts, Sir Denison Ross, Sir William Foster, and the late Mr. S. 
M. Edwards, n^here are altogether sixteen contributors to the volume*. 

Professor Dodwell has generally avoidt‘d overlapping though it was 
impossible for him to bring the chapters to one uniform standard. On the 
whole, however, one outlook — The British way of looking at the history of 
India— has been maintained thronghoiit. The standard reached is not so high 
as is expected from a work on such an ambitious scale. It raises hopes 
which it does not fulfil. For instance, in Chapter X, the writer says “ some- 
thing by way of detailed criticism may now be attempted on these clauses ” 
of the Regulating Act of 1778 but contents himself to pointing out two 
defects in the proposed Court of Directors. It is doubtful whether the 
volume will be regarded as a standard and authoritative work on the period. 
In any case, it is not useful to students of Indian Rconomics and Indian Econo- 
mic History, as it does not deal with economic questions. 

It is not necessary to review the contents in more detail in this Journal, 

«— Gurmukh is. Singh. 


F. 16 
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Malabab and the Pobtuguese, by* K . M. Panikkar 1). B. Taraporevala 

Sons & Co,, Bombay, pp. 164-221. Price Rs. 6. 

It is being slowly recognised in India that much of what passes for 
Indian History after 1600 A.D. is really based on one-sided evidence and 
that where the “ facts ” of the period are not in dispute, ihe interpretation 
at least is misleading. European writers have been too prone to take the 
statements of early Portuguese, Dutch, French and English adventurers at 
their face value without any critical examination. Since these statements are 
generally flattering to European vanity and Indians have so far been content 
to take them on trust. 

Th^re is, of course, a danget that Indian writers should go to the opposite 
extreme. Mr. K. M. Panikkar who writes the first chapter of the new 
history -dealing with the coming of the Portuguese in India suffers from no 
such defect. Mr. Panikkar writes of them only in relation to his own 
province— Malabar. It is somewhat natuial that in some places he should 
be carried away by bias in favour of his native country but such lapses from 
impartiality are few and on the whole he deals with his material fairly and 
maintains a high standard of historical accuracy. Mr* Panikkar relies mainly 
on the Portuguese records summarised in Danver’s book on the Portuguese in 
India but uses some new material also— notably from the Malayalam histories 
of Malabar, The result is a notable addition to our knowledge of Portuguese 
history. 

—II. R. Hathkia. 


Lobd Hastjngs and the Indian States, by Dr. Mohan Binha Mehta, M.A., 

LL H., Ph.D. D. B. Taiaporevala Sons & Co.; pp. 276, Price Hs. 10. 

This book on a subject of surpassing interest at the present day is a 
valuable contribution to Indian historical literatuie. The author has drawn 
exhaustively, if also exclusively on British and official sources and apologizes 
in his Preface for his inability to lay under contribution the Indian and un- 
official sources which perhaps would have enabled him to express opinions 
more freely and fully that he has been able to do without them. 

Dr. Mehta’s treatment of his subject is lucid and exhaustive, indeed he 
would appear to have aimed at fullness at the risk of prolixity. Lord 
Hastings's policy, of bringing all India under British paramountry, was 
conceived quite early in his career as Governor-General as a result of his own 
observation of the evils of the existing lack of system and had the support of 
experienced and capable Anglo-Indian officials of the “Wellesley School” 
though it failed to secure the approval of the ‘ Home ’ authorities or the unani- 
mous support of his Council. The circumstances and measure through which 
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it was carried into execution with the desired result are rery ably and clearly 
explained as are also the new features introduced by Hastings into the system 
of alliances with Indian Princes. These features are seen most conspicuously 
in the treaties with the Rajput States of which Dr, Mehta has rightly given a 
fuller account than of others. 

Except for the use of small type in its printiug, the book is very well 
got up and the Publishers deserve to be congratulated on its production. 

P ABM AN AND. 




SOME SALIENT T ESSONS FROM THE FOREIGN 
BANKING SYSTEMS AND THEIR APPLICA- 
TION TO INDIA PROPER 


BY 

B. RamchandIwa R/.n, 

Calcutta University. 

SUMMARY 

III this t\ssay luv sot foHh the salient lessons that this 

country can hope to learn from some recent happenings in the 
foreign hanking systems. Vith the prohiem of starting the Cen- 
tral Reserve Rank in the foregTound of the barking reconsti'uction 
plan, c ertain otlier lessor whhdi ought to be borne in mind are 
pointed out. There ean be no o%u‘hauling of tlu^ banking struc- 
ture without the (‘relation of the Central Reserve Rank. An elas- 
tic system of rural credit and proper specialisation in the field of 
credit must be some of the impoitant aims of the banking re- 
former who seeks to overhaul the btinking structure. A banking 
system without the C. R. Rank is like J landed without the ghost. 
Rut an erroneous start in the oiganisation oj* the working of the 
credit policy or the aims of the (h R. Rank would taint and per- 
vert the whole of the banking syvstem. The difficulties in its path 
must be oveic'ome by skilful banking practice and it will not take 
long time to a])})rec'iate the usefulness of the C. R. Bank. Its 
immediate achievements might not be v?ry tempting and its imme- 
diate success might not be assured but by jiatience and persever- 
ance alone can the Reserve Rank evolve into a useful organisa- 
tion, as safe and steady as the Rank of England itself, and main- 
tain the currency and finance of our country in a state of stability. 

The Connotation of the Term Bank.” 

Surveying banking institutions from Japan to England we 
discover that banking business is not the same everywhere nor is 
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it so static and tixed as some oi tlie observeis oi the banking 
systems are apt to consider, lianking business is oi slow evolu- 
tionary growth. Vvhile the woid “ J3ank has received an ex- 
tensive and wide connotation on the i^uiopean Continent and 
Japan the modem Juigiish l>ankers still pin their iaith to the 
conservative and old-iashioned idea that “ banks should provide 
money and not capital.'' Ihis, at any late, is the bounden duty 
of the commeicial banks, liut a society requires other types of 
banking institutions to complete the linancial machinery which 
its manilold activities require. Until now Indian banks have been 
slavishly iollowing the English Hanker 's conception of his duty. 
iSothing is more important than to fill the gap in the monetary 
field arising out of the banks coniining themselves to commercial 
banking alone. ^ Either a change in the conception or an 
extension of the connotation of the word Bank is 
essential. Mere extension of the duties of the commercial bank 
without due precautions is dangerous. Some of the co-operative 
credit societies who have combined the granting of long-term loans 
along with short-term loans have found out much to their chagrin 
that the cultivators require long-term loans alone, even for 
bona fide short-term needs. When the mentality oi the Indian 
borrower is such it is inadvisable to allow one and the same credit 
institution to perform both the purposes, viz., the provision of 
loans for short as well as long-term purposes, however cautiously 
it might propose to conduct these operations. An elastic rural 
credit system both for short as well as intermediate and long- 
• term purposes would be essential to couiplete our banking struc- 
ture. Every banking system including the English banking sys- 

1 Specialisation has extended so far in the U.S.A. that we meet with hanlra 
started solely for financing certain industries alone. Quite recently the Continental 
Bank of New York decided to increase its capital and finance the broker’s 
requirements and thus pave the way towards stabilising call money rates and the 
collateral loan market rates. About 350 stock exchange and curb houses hold 
the stock and the directors are all representatives of the brokerage houses. 
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tem has now made systematic provision for elaborate long-term 
pro\ision of capital to agriculture and industries. India, being 
predominantly an agricultural country cannot afford to postpone 
the adoption of this essential and useful feature. 

A Central Bank of Issue. 

Excepting Canada where a Central Bank of Issue does not 
exist all other banking systems have a Central Bank of Issue acting 
as the guide, iriend and ])hilosouher of me credit institutions. 
Whether designed as a pure Central Bank or allowed to act as a 
Commercial -cur. -Central Bank the main duties of the Central Bank 
are to gather a big monetary pool, pursue .'esolute monetary con- 
trol and bring about expansion and c miraciion of credit so as to 
maintain healthy conditions conducive to the prosperity of the 
traders and the general ])ub]ic. j^dmirablv Htting itself into the 
gold .dnndard monetary organisation it controls the gold move- 
ments into and out of the .-‘ountry and protet is tbe gold standard 
system from the evil influences arising out of a gold efflux or 
influx. 

Ro far as the general features of these Central Banks are con- 
cerned they are the depository of the reserves of the other banka 
and the reserves of the Government. They are tbe cii^odians of 
the national gold stock and the supervisory monetary policy is 
greatly facilitated by this watch and ward over the entire gold 
resources of the nation. Acting as the Government Banks they 
manage the public debt, make disbursements on behalf of the 
Government and lend money to it within limits laid down by the 
legislatures of those countries. Tbe discharge of these duties 
confers prestige and undoubtedly adds to their earning capacity. 

A survey of their actual operations would enable one to realise 
that there are three types of Central Banks. The Continental type 
as typified by pre-war German and French Central Banks which 
conducted private business in competition with the commercial 
hanks. Both the Eeichsbank and the Bank of France performed 
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these banking operations in several places and they acted as banks 
of deposit, discount and issue io the general }>ublic as well as the 
banking institutions. 

Opposed to the above mixed type of Oemtral Bank stand the 
modem Federal Reserve Banking System and other Central Banks 
created after its model. The pure Central Banks as they are often 
designated regulate credit and currency and rediscount for member 
banks alone and do nothing else. They have business dealings with 
the Central Banks of other countries. 

Midway between the two types stands the Bank of F.ngland. 
It regulates credit and currency and mobilises the national gold 
stock in its hands. It has important private business of its own 
not only with the Central Banks of other countries but with the 
general public, the Government and tlie eomTmucial banks. 
Through the bill-brokers it carries on its exi)ansive and contrac- 
tive side of its operation.^. Its o])en market sales and purchases 
of securities make the bank rate effective. All these types of 
Central Banks have one comprehensive programme of social uti- 
lity and they propose to achieve this by altering the discount rate 
and trying to exercise through it, certain amount of influence on 
the price-level and the stabilisation of the business life of the 
country. Discarding the old gold basis as the sole regulator of 
their discount rates they are using varied ec‘onomic data to regulate 
their credit ])olicy and this new orientation of their credit policy 
is such that it forces even the ])ure (kmtrul Banks to enter the 
money luarkei and by means of their open market operations,” 
i.e., by buying and selling sccurilies they attempt to establish a 
close touch with the country’s credit conditions and secure effective 
control of the money market. Almost all the Central Banks 
realise that they are not mere dividend-paying tnachines, but 
nobler and higher instruments endowed with altruistic motives 
which inspire them to perform the sacred task of regulating credit 
and currency and managing the gold standard in the wider in- 
terests of the country. The aim of earning dividends for the 
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shareholders has everywhere b^^en subordinated. As Governor 
Strong of the E. Bank of New York says, ‘‘ Earnings are not 
an influence in fixing the credit policy ’’ of the F. R. Banks. Such 
an enlightened ideal governs the actions of the difterent Central 
Banks. Tlioiigli Couiniereial-cum-Central Banking is pursued the 
substantial duties and operations with the j)ublic do not go much 
further than the ones of earning its own expenses and a mere reason- 
able profit to its sliareLolders. Anoilur (‘ardinal function of the 
difterent Central Banks is io sa'‘’c <he oublic at tl e right moment 
from the ruin vdiich might result from ihe blunders of the ])rivate 
banks.’’ So fai as ordinary duties rre concerned ‘‘ ihe Central 
Bank performs the same benefit for t^ e didly traflic in the bank- 
ing world that the ])neumatic hn-e does for the motor oar. I( 
cushions the bnm])s and makes the whole soviet easier, smoother, 
speedier and more eflicient.”^ 

"W'iiile the above aie the functions of a Central Bank and the 
performance of which would entitle any bank to be ( onsidered as 
a Central Bank therf* is now much uncertainty as to the projier 
manner in which the Central Bank has to be organised and manag- 
ed. When even private Joint Stock Companies consider it im- 
portant to maintain national control and nol allow themselves to 
be managed by foridgn investors there ought to be some hesita- 
tion in an economically undevelo])ed couniry in ihe matier of or- 
ganising a shareholder’s type of the Central Reserve Bank.^ The 
limitation of voting rights to naiionals and national corporations 
and discarding foreigners as directors unless ajiproved by the 
majorii y of the Board are some of the methods pursued to eliminate 
the undesirable influence of alien shareholders. Another useful 
move is that of ihe Marconi International Marine. It consists in 

2 See Ooveinor W. H. Clegg’s article on “ Central Banking in Soutb 
Africa,’* Economic Journal, December 1929, p. 532. 

3 A more thorough statement as regards the advisability of the partu'ular type 
of organisation of a Central Bank will be found in my Present-Day Banking in 
India, Chapter on the Central Bank of Issue. 
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setting aside the foreign share ’’ separately and allowing the 
foreign shareholder no ])iivilege to hold the national share 
while the national shareholder can own the share even in the 
foreign register.” 

The recent ATnericaii invasion to secure control over British 
companies is being openly resented and several of them like the 
General Electric Company are not allowing the foreigner to ac- 
quire the majoriiy of the shares so as to secure control over its 
policy'.^ When the Central Bank has to discharge important 
national dulies there is no reason why foreigners should be allow- 
ed to have controlling voice. 

To eliminate all such undesirable influences the method of 
starting a Central Bank by issuing public debentures guaranteed 
by the Government gives a convenient handle. Though the idea 
of a mixed State Bank is thoroughly familiar to the Indian jmblic 
yet it introduces or gives- scope to the Government to exercise poli- 
tical pressure on ihe Bank. Considering the fact that throughout 
th(‘ world the executives of the Central Banks are being made free 
from political i)ressure and independent enough to pursue national 
policies there is no wisdom in hankering after the old and almost 
forgotten ideal of a mixed State Bank. If the shareholders’ type 
of a Central Bank is undesirahle for, without a clause which in- 
troduces racial discrimination the resiriction over foreign control 
cannot be exercised, it has to be given up. The State-owned and 
State-managed Bank, being also undesirable it easily follows that 
a stockholders’ bank would free it from all dangers arising out of 
a defective constituiional organisation of the Bank. 


4 The Imperial Airways Co. of ihe Ihiiled Kingdom excludes totally all 
foreigners from holding shares. See also the Literary Digest which says that 
“ one after another of flie British Companies whose securities have been made- 
active by American buying are meeting hastily and amending their charters or by- 
laws to provide that control can never go overseas and that a majority and! 
frequently all of the directors of the Cori)oration must be born British subjects/* 
March 80, 1929. 
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All Central Banks display an international mentality and a 
rapid development of this needed mentality cannot be engendered 
by a pure^ly State-owned or mixed State Bank or a shareholder’s 
Bank. A stockholder’s bank under the capable guidance of ex- 
perienced bank officers would easily develop this mentality and 
stand r(»ady to co-oj>.u‘ate vvilh the executives of other cx)untrie8 
and bring about tin? international financial community of interests. 
The idea of world ]ieac(‘ can tlius be beMer establislmd indirectly 
by this method than ])y any other direct move .uich as the proposals 
for disarmament of navy, army, etc. It It^ads to a disarmament 
of the mind and is bound to succeed. 

The Gash Reserve ef the Central Bank. 

War-time and post-war (»x])erieiice shoe' s us that ihe reserve 
of a Central Bank can be far lower than the le^al reserves when no 
gold is seriously intended t’or internal circulation. Gold is now 
intended for mere export purposes and the national gold stock that 
ought to lie in the hands of a Central Bank should depend purely 
on the balance of payments. As gold will be ( ailed upcm to pay 
the unfavourable balance it ought to bear a proper relationship to 
this alone. But in actual juiudicje all (Jentjal Banks fix a relation- 
ship between notes and dt'posit liabiliiies which are “ unrelated 
and this is clearly meaningless ’’ says J. P. Colbert.* Both the 
fiduciaty and j)roportional reserve systems are iiKnningless as ap- 
plied to the tkuitral Bank. A low proi)ortional reserve or a high 
maximum for fiduciary res(nwe is essential to give elasticity to the 
note-issue. Any other legal r('serve regulation would be stringent 
and would heighten the demand for gold on the part of the Central 
Banks of the world. A falling supply of the world’s gold stock 
would result in bringing about deflation. Gold would tend to 
become exalted as the master, instead of being treated, deservedly, 
as the servant of mankind. To reduce and remove altogether such 


6 See the Statist, Jubilee No. 1928, p. 39. 
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undesirable consequences the gold reserves ought to bear a fixed 
proportion say a fixed multiple of the volume of trade and if this 
proposed idea underlying the Central Bankas reserve were to be 
accepted the internal ional gold centres have to maintain higher 
stocks of gold than the above so that this free margin of gold 
would allow them to ijiay the role of international financial centres. 

Though the rational basis of the above suggestion can be 
easily uiulerstood no nation has adopted this principle in the for- 
mulation of the cash reserve basis of the Central Bank.^ 

Elasticity of note-issue without the danger of monetary in- 
flation is the cardinal basis on which the note-issue privileges of 
a Central Bank are formulated. The fixed fiduciary principle now 
recognises the advisability of fixing this limit at as high a maxi- 
mum as possible so as to cover all seasonal requirements without 
any alterations in tJie law. The expansion of this note-issue limit 
at times of panic is ijermitted and a periodic revision of the 
note-issue limit is also desirable to satisfy the changing require- 
ments of the people. This is what the cumulative experience of 
France and England teaches us. All nations condemn any defla- 
tionary tendency underlying the note-issues when the trade demand 
is growing. They are equally enqjhatic in their declaration foi 
cheeking any inflationary tendency wliich can be brought about 
by the issue of excessive bank notes. This is the reason why all 
countries which have adopt(‘d the proportional method of note-issue 
have carefully defined the natuJe of the assets which can give rise 
to the notes. They have jealously guarded the legal character of 
such notes and have promptly arranged for tlie due retirement of 
these notes. 

This power of safe and elastic note-issue can be properly exer- 
cised by the discretionary capacity of the Central Bank’s execu- 

6 Iflveii our (lold Standard Reserve meant for stabilising tlie G.8. 
System is not based on this principle. It was discussed as the only safe basis 
for the fixing of the amount of the G.S. Reserve but was given up. Only 
millions are now held in the Q.S. Reserve. 
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tive. So long as the Government does not create a note-issne of 
its own nor abuse the right of borrowing freely from the Central 
Bank of Issue the note-issue can be made safe and elastic at .the 
same time by the wise management of the Central Bank. The 
war-time experience of the Central Banks amply demonstrates the 
truth of the above statement. The Bank of England succeeded 
very well simply because there was non-interference on the part 
of the State and vv^hen this was abused as in France and Germany 
excessive note-issue be(;ame the ride. Dr. T. E. Gregory is essen- 
tially right when he remarks that “ the Cf^ntral Bank which is an 
organ of economicj. self-government iiuplies that the IState will 
neither print paper noi abuse its right of borrowing. As soon as 
these implications cease to be true ihi power of the Central Bank 
ceases or vanishes.’*^ 

Though some Central Banks pursued the policy of holding 
foreign bills freely in the days of currency interregnum, i.©., until 
the gold bullion standard .vas definitely established, this policy 
seems to swerve in the direction of strengthening gold reserves 
and the ultimate aim is to maintain exchanges at par by the use 
of bullion only, independently of any foreign bill reserve. Both 
the Central Banks of France and Italy have been pursuing this 
policy in the latter half of 1928. Too much should not be made 
out of this arrangement alone and force the Central Bank of Issue 
of this country to maintain foreign exchange balances alone to 
settle the balance of payments. 

Even England, the classical home of fluctuating bank rates, 
has adopted quite recently the policy of maintaining a steady bank 
rate irrespective of the gold stocks held by it. By virtue of peg- 
ging arrangements which exist between the bank rate and the 
deposit rate of interest all money rates become influenced by this 
policy. The maintenanci^- of this policy stands as a token of its 
desire to help industrial and business reorganisation so badly need- 

7 Quoted from the Jubilee Number of the Statist, 1928. 

P. 8 
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ed to enable England to compete effectively with its rivals and 
maintain its predominant position ‘ds the world’s greatest exporter 
of manufactured goods. 

All economists admit that the general price-level of a country 
is susceptible to several forces operating from within the country 
as well as from without. The supporters of the doctrine of manag- 
ed currency ” do not propose to straighten out this price-level by 
means of credit policy alone. The enthusiastic advocates of Cen- 
tral Bank management realise fully “ that prices are not a stone 
wall which is quite immovable but they are not equally wax which 
gives way to every pressure.” They realise full well that the 
price-level presents a strong resistance to all interference. They 
are aware of the fact that if undue pressure which is being exercis- 
ed is increased beyond a certain point it is not the price-level that 
would decline but the withdrawn currency is replaced by some 
other less perfect substitute. It may therefore be recognised that 
the amount of monetary ( irculation is mere feasible of alterations 
than the price-level itself. Hence the monetary reformers now 
believe that ” it is easier to adapt the quantity of money and credit 
to a changed price-level than to modify prices by managing the 
circulation.” All this is realised by the advocates of modern 
monetary reforms. They, also, believe that the action of the Cen- 
tral Bank should be timely and however much its influence might 
be reinforced by other measures, the claim that it would promptly 
check business organisations from being overpessimistic or unduly 
pessimistic is not voi( ed by them. The open market operations 
might not be very efficacious^' and the bank rate would fail to carry 
full sting in the absence of a well-developed bill and short-term 
money market. It is only in a highly concentrated banking sys- 

8 This is what is realised by the F.B. Board itself daring 1928 and many 
of its officials as well as critics discredit the “ managing policy *’ of the F.R, 
Board. Officials as well as witnesses before the Select Committee on Banking 
and Currency admit that credit control is ineffectual and that it cannot stabilise 
prosperity.” See the Statist, May 19, 1928. 
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tern tliat the arrangement of a centralised banking machinery would 
function well. But even there it might be true that a little more 
competition might be all that might be needed and the rigorous 
castigations of a Central Bank would not after all be the needed 
correctives or the panacea for the financial ills of each and every 
country.® 

But it must be admitted that a timely action v^ould go a long 
way in checking abnormal price and bmuiiess fluctuaiions tliai are 
prodiictive of so many evils to society. R-tlative stability of the 
price-level should be the obi(Hitive of the Central Bank no less than 
the stability of the money rates. 

Without stability in money rales ind^Mtry cannot hoi>e to 
flourish even if it were to be blessed wHh tolerable stability in 
commodity prices. Higher money rates generally tend to produce 
uneasiness in the stock markeu, and place himl.ance in the free in- 
vestment of fresh capilal. This is the lesson that the recent high 
money rates of Wall Street teach us (April and May, 1929). These 
variations in money rates not only tended io make the Stock Mar- 
ket nervous but induced higher momy rates all over the world in 
order to defend their stocks of gold. Even India had to experi- 
ence a seven per cent hank rate on account of those higher money 
rates prevailing abroad. 

Fareign Capital. 

The orderly flow of foreign capital through Ihe financial in- 
stitutions of the country mainly for the purpose of })romoting indus- 
trial development and other developmental purposes has a favour- 
able bearing on the foreign exchange market. Interest payment 
and dividend remittances may otherwise operate but the whole pro- 
cess is an advantageous one tending towards the building up of 
national wealth. This is the recent experience of fla})an, Canada 
and Germany. There must, however, be a limit to the foreign 


9 See A. J. 8. Baster, “ The Imperial Banks.” 
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borrowings or else interest charges would mount up to an incon- 
veniently high figure and cannot be balanced through increased 
exports. Again another disadvantage might arise when the flow 
of foreign capital from foreign sources might be stopped all 
of a sudden. Germany had to experience such difficulties in 1928 
when the American stream dried up on account of keener demand 
for speculation on the 'New York stock market. Germany had to 
fall back on liondon and France for securing the needed short- 
term capital. But when there is international tightening of capi- 
tal, dependence on foreign capital would be suicidal. Germany 
realised this situation long ago and almost all countries have been 
making persistent efforts to develop internal capital markets so 
as to reduce their dependence on foreign capital. Japan, Canada 
and Germany are successful examples. Germany, in particular, 
knows the fact that German economy depends ])urely on the do- 
mestic capital market. The increase in savings deposits of the 
German depositors is often alluded to as an infallible sign of 
capital increase on the part of Germany. It is not after all a real 
sign of economic growth for it dej)ends on higher wages and these 
reflect on the production costs of industry and capital supply to 
industry. Although high rates of interest were paid for the 
domestic loans very few (Jerman subscribers were to be found for 
the loans floated in the year 1928.’ The situation has improved to 
a certain extent but dependence on foreign capital is not given up 
as yet. The German Banks have attempted not only to accumulate 
domestic capital but have made it their duty to intelligently co-‘ 
operate with the creditor countries and secure the needed supply 
of foreign capital for the domestic borrowers. A prominent Ger- 
man banker says, ‘‘ Capital is in its very nature international and 
only elemental occurrences in the political or other spheres can 
divert it from its natural field of activity. The movement of capital 
towards Germany can, in the long run, therefore, only be averted 
by Germany herself, if she pursues an erroneous economic policy, 
for it is not to be supposed that the atmosphere of international 
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- economic understanding, which is appai’ent today throughout the 
whole world, will entirely be dismissed in the near future. 

As British capital is of the type which takes all the risk and 
all the profit, it is better financial wisdom to lessen v)ur dependence 
on it. The American capitalists insist on securing a fixed rate of 
interest. The Soulh American conditions amply prove my state- 
ment. No wonder America’s capital is increasingly employe^l in 
State Railways, public works, etc., and the sor*ialistically inclined 
States are conducting the public utility seiwices with the help of 
American capital. The lesson is apparent. We should allow 
Great Britain to act more as a bankei* (till the domesiic capital 
market expands) to the Indian industries a.id less as a w^orkshop 
supplying us with technical requiiements. These would have to 
be manufactured within this country unde"' Indian industrial 
aegis. At present banking, insurance, shipping and personal ser- 
vices are being rendered tr' us for our raw materials and food j)ro- 
ducts. In future banking, shipping and insurance services would 
be declining as Indian people would be rendering more active ser- 
vicei under these heads than before. If Indian domestic capital 
wdiich is, of late, taking some active part in commerce were tf) 
pursue this same policy towards industries, shipping and insurance 
the economic self-sufficiency and progress of the country would 
be facilitafed. like the socialistic states of Argentine and Aus- 
tralia our States should aim at securing foreign capital mainly in- 
to the fixed interest-bearing type of investment reassuring the 
larger share of the profits for the whole community by the State- 
ownership of public services. 

The InterMtionalisatian of Banking. 

The major commercial banks in most of the advanced countries 
of the world are fast tending to become international in character. 
The internationalisation of banking is being achieved in three 


10 Quoted from the Report of the Darmetadter Banh, 
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ways: (a) by extending branches abroad, (b) by purchasing 
shares in foreign banks so as to acquire controlling interests, (c) by 
combining with other banks operating in the foreign area. 
Though in the pre-war days it was method (a) that ruled the cir- 
cumstances increasing use is being made of methods (b) and (c) 
in the war and post-war circumstances. This change in method 
was due to the anxiety to avoid disturbing the national sentiment 
of the foreign country and the vested interests of the existing 
banks whose jealousy and antagonism would soon be roused. 
Method (a) is being openly pursued by the Tmi)erial Hanks and 
the Empire Banks in all those countries where ])olitical power and 
economic penetration cannot be openly resisted by the colonies or 
undeveloped regions belonging to the Empire. The major Imperial 
Banks of England, France and Japan have branches in the colonies, 
sjdieres of interest and mandate<l territories. Method fa) is now 
being attempted by the big American banks wiih a view to get 
themselves represented in the big financial centres as liondon, 
Paris and Berlin so as to be able to afford all-round banking faci- 
lities (including tourist traffic) to their customers. 

France pioneered the way in adopting method (c) and in the 
Central and Eastern Euroi)ean countries banks were revived by the 
foreign capital lent by such affiliations. The resurrection of the 
Wiemer Bankverien is an instance to illustrate this tendency. 
Great Britain pursues the self-same tendency and has established 
the British-Ttalian Banking Corporation which conducts its busi- 
ness through its allied institution the Banco-Ttalo-Brittanica. The 
big five with the exception of the Midland Bank have also adopted 
this procedure. 

Indian trade in the Far East can be developed by adopting 
this method and enrolling the services of foreign banks to help the 
Indian banks interested in extending the export trade of the 

U Bee A. J. S. Raster, * The Imperial Banks,' Last Chapter entitle^ the 
Integration Movement. 
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country. The hig selling units of the major staples should re- 
quest their banks to bring about such a desirable innovation and 
the financing portion of their business, the selecting of reliable 
foreign merchants to a(;t as agents for the sale of goods and a 
reliable knowledge of the state of credit and domestic? circum- 
stances can be secured through such a channel. 

Banks and Speculation. 

It is oft stated that John JtuU can tolerate anything else 
except a two-aiid-half per cent bank rate.’ lie would fall a j^rey 
to speculation during the days of such artificial prosperity. It is 
part of human nature to forget the lessons of the ])ast. When 
too great indulgence in optimisni and speculative ventures is tak- 
ing place a sharp rise in mon^ y rates would be no successful anti- 
dote and any manipulation of the bank rate is apt to fail. l>anger 
to business stability would result out of such an injudicious attempt. 
The exulanant temper of a speculative community will not fail t(v 
respond to a sufficient stimulus in the way of cheap and easy 
money arising out of a glut of savings. The banker’s duty is to 
attemi)t to deflate speculation if jiossible by drawing a difference 
between the speculative and the legitimate borrowers, viz., pursue 
a careful policy of loan rationing. This laudable attemi)t to sup- 
ply the vital and essential needs of society at the old favourable 
rates would certainly be defeated by the re-lending of bank credit 
at higher rates to the sipeculators or if “ outside ” money were to 
l>e lent to the brokers for speculative purposes.t^ A differentiat- 
ing and discriminating rate attempting to ^penalise speculation 
would not go a long way in checking speculation. The virtue of 
attemi)ting to protect the innocent and penalise the offender und<'r- 

12 It failed as a result of the influence of the bear contingent, an increase 
in unemployment and reports of poor earnings for 1927. The raising of the bank 
rate undoubtedly gave the first blow to the speculation bills. The high rediaoount 
rates and the credit control policy tended to make the bills “ reel and feel groggy 
but the knockout blow ” came as p result of the above set of circumstances. 
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lies this attempt to ration credit in an intelligent manner. Whe* 
ther it would succeed in checking speculation or not, it becomes 
inevitable in some form or other for an all-round rise of the money 
lates would only result as the well-known i)ai)er the “ Economist 
puts it, “ in penalising the innocent without troubling the guilty.’’ 
Every other method would equally futile. Mo^l persuasion 
on the j)art of the Ouitral Bank, its oj)en market operations and 
differential rediscount rates and the cutting^ off of foreign bank 
funds from the money market by the curtailing of private lending 
in the AVall Street by the New York Clearing House have all been 
tried and found wanting. They pmved futile as^the “ boot-leg 
money ” jdaced by the Corporations served' to stimulate specula- 
tion and the cardinal lesson which the re(5ent American specula- 
tion crisis so admirably teaches us is that the bank’s discount rate 
is not all-powerful to check the rise in prices or turn an un- 
favourable exchange rate to a favourable one or restrict the crea- 
tion of abnormal credit or check speculation which might be en- 
gendered by some (jause or other. This is what present-day Ame- 
rican banking policy teaches us. »Si)eculation has been aptly 
(;oni pared to fever and like fever it must cure itself. 

Anothei' grave lesson which the recent wave of speculation in 
America can teach us is as follows. The American banks suffered 
gieatly on account of embezzlements on the part of the Bank 
officers. The stolen bank money was usually lost by selling short 
in the bull market. The Bank tellers, who were the chief offen- 
ders, failed to place funds deposited during the day and the higher 
executive officials engaged in the same kind of business could not 
hope to check the actions of the bank tellers. 

Quite recently we have come across instances of embezzle- 
ment of bank money in our country on the part of the bank 
officers. Such unfortunate moral' delinquencies arise in every 
country and are solely due to the attempt on the part of the Bank 
officers to live beyond the means of their income or downright dis- 
honesty or speculative gambling with the help of bank’s money. 
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Insufficient salaries and the attempt to start outside business in 
addition to bank duties or other unfortunate hardships generally 
uix'ouiit for most of the cases of bank embezzlements. The only 
practicable maimer or way of combating this dreaded evil is to 
appoint resijonsible officers, only after a thorough investigation of 
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their past history (ji them. These can be bound down to furnish 
sureties* Periodical audits by recuignised and callable auditors and 
the introduciion of mechanical appliances to do accounting work 
V ould go a long way in eliminating these dangers. Internal audit 
on fiiiimcial tiansactions would be useful and enable one to detect 
the defalcations <wly. This is what American banks failed to do 
and that is why they suliered io sucli an e>cient by the huge sums 
defah aied by the bank clerks. Indian l)anjvs ought to understand 
this much from ihe -recent wave of specu’rtion in the American 
stock market. 

Banks and Publicity. 

The Indian hanker must give up his attitude of dignified 
silence, lie should no longer be a silent observer of public affairs 
keeijing liis i)iilse on them but it is not mere talking for public 
edification that is essential. He should step into the public 
arena and begin to educate the jiuhlic by his illuminating addresses 
on trade, and economic circuni stances of the country. The prac- 
tice of the Hank Chairmen of the “ Big Five ’’ has to be emulat- 
ed. They should not only answer all enlightened or mischievous 
criticism of their actions but point out the paths by means of 
which industries can get rid of their difficulties. Besides long 
and inttmesting statements of the business of the banks, an in- 
telligent oommentaiy on private economy, public finance and credit 
and important financial events having world- wide significance 
should he found in their annual reports. 

Similarly, the Central Bank of this country should issue in- 
forming balance-sheets and now that the paragon of conserva- 
tism ’’ — the Bank of England w^hich could dare to defy public 
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opinion so long and continue publishing enigmatic balance-sheets 
for nearly three-quarters of a century has come forward to pub- 
lish informative balance-sheets, the case for publicity receives un- 
disputed stiengtli out of its action. The amalgamation of note- 
issues has proved to be a significant achievement in several direc- 
tions. The most imj)oitant thing is the issuing of a bank return 
su])j)lying additional information. As the llight Ifon’ble Reginald 
McKenna says, “In the retiun of the Hanking Department the 
total of the Hritish home bank l)alances, hitherto undisclosed, is 
now shown separately as a part ot other deposits while ' other 
securities ’ are divided into discounts and advailces and securities. 
These items as the KHords inen^ase in lengtJi and as experience is 
gained in their utilisation will add materially to the value of the 
statement for short and long-term purfK>ses.’’^^ 


Banks and the Exchange Market. 

It has now been recognised in all countries that a forward 
ex(*hange market is essential for exchange stability. Abnormal 
methods of controlling exchange rates have been found to be in- 
effective. The stabilisation of exchange is a thing that tends to 
establish itself and Avithout such stabilising Venditions it is ini- 
l)ossible for a long time to restore sound conditions. In the ad- 
vanced countries the perfection of the forward exchange market 
has become so c()mi)left» that it actually dominaies the spot rates 
and in case of the sterling-dollar rales we Avitness such a pheno- 
menon. The widening of the exchange market, the vspecialising 
nature of the exchange brokers and the necessity on the i)art of 
the merchants to realise that it is wise to eliminate exchange 
risks apart from trade risks are the predominant factors in the 
case of an established forward exchange market. 


13 See “ A Picture of World Economic Conditions at the Beginning of 1929/' 
p. 103, issued by the National Industrial C,onference Board of the U.S.A. 
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The financing of foreign trade itself must be done with do- 
mestic funds and it is the bounden duty of the Central Banker to 
indirectly secure this ideal through the intervention of the exist- 
ing joint-stock banks or those specially created for that purpose. 
Both the United States of America and Japan, the latter to a less 
degree than the forme c, have succeeded in developing suitable 
banking machinery to finance their own exx3orts cr imports with 
the help of domestic resources. 

Banks and the Investment Market. 

The perteciion of the investment market in almost all advanc- 
ed countries is a patent fact. Americ i, Japan, and Germany stand 
as outstanding examples of rec'ently organised banking systems 
where much attention is being paid toward a i^he mobilisation of 
the domestic capital resources of the country end the investing of 
the saoie in safe and remunerative channels by special institutions 
known as investment trusts and these divide the risks by spread- 
ing the investment over a wide area and thereby better outturn 
than wliat a single individual however enlightened he might be 
in the art of securing safe investments for his capital can hope to 
do. The increase of capital is not the main problem but the safety 
of the existing capital is the sole criterion. Circumstances might 
force us to borrow in the foreign countries but the rebuilding or 
renaissance of the domestic investment market must not be for- 
gotten. The creation of an organisation for the mobilising of the 
domestic cajiital resources should not be posti)oned any longer. 

Applications of these lessons to India proper. 

While some of the salient lessons underlying the discussion 
have been pointed out already it is essential to frame i^ermanent 
reconstruction of our banking structure in the light of the most 
important of the above conclusions. It is assumed that the form- 
ation of a Central Reserve Bank and the creation of an elastic 
rural credit system are indispensable parts of a larger problem, 
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namely, the reform of the entire banking* .structure. Everywhere 
else, the bank note-issue, i.e., bank currency forms an integral 
part of the credit structure. Our plans of banking reconstruction 
have to be worked out more or less with reference to the plan 
adopted for the currency reform. 

It is difficult to imagine how banking reform can be accom- 
plished without empowering the Central Eank fo issue elastic notes 
which form no meagre part of the total volume of money in the 
country. Considering the advisability of making bank notes rise 
or fall in response to the needs of business the first item of our 
banking reconstruction is to deprive the Government of its control 
ovt^r nof e-issue. The issue of new notes must be in the hands of 
a Central Bank. Observing the favourable experience of other 
foi'eign countries with asset currency if is essential to issue notes 
based on the assets of the Central Bank. To ensure confidence 
ill the minds of the public they might be Government-guaranteed 
notes but they must be directly issued by the Cemtral Bank. The 
asset backing for the notes may be gold and collateral paper such 
as commercial, agricultural and indusirial ])a])er. The proper 
combination would be 50 per cent which hap])ens to be the j)revail- 
ing law in the matter of our paper currency organisation. Ilav- 
ing the privilege to issue notes based on gold or (‘ommercial pajier 
it can be left to the discretion of the Central Bank to issue notes 
either on gold or commercial paper as the management thinks it 
proper to do. The form of eligible paper might he — 

1. Notes, drafts, bills of exchange or acceptances issued or 
drawn for agricultural, commercial or industrial piiri)oses and re- 
discounted by commercial banks at the hands of the Central Bank. 

2. Open market operations or purchases by the Central Bank 
consisting either of bills of exchange indorsed by a joint-stock 
bank or of banker’s acceptances, which at present do not exist to 
any extent. 

3. Notes, drafts, and bills of customers drawn for the pur- 
pose of carrying or trading in bonds and notes of the Government 
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of this country or the United Kingdom and rediscounted by the 
Central Bank. 

4. Promissory notes of the commercial banks to run not ex- 
ceeding three months secured by (a) commercial l)aj)er eligible 
for rediscount, or (b) Government securities. 

Such terms of note-issue which have been outlined above 
would undoubtedly confer the needed elasticity reciuired by either 
business or Treasury finance. 

To meet sudden emergeneie.^ ibis law can In suspended and 
additional note-issue can be ])ermitted )ii ^h© payment of a 
graduated tax. The discount rate at such times must be made 
to rise by an amount e(jiial to the fay paid by the (Central Bank. 
Siicli provisions will satisfy the needs of a crisis or any unusual 
emergency. Aufoniatic coufraction can aiv) lx- provided for by 
the increase of tax and discount rates. By this feature we are 
incorptuatiiig the German and the English devictvs of creating ex- 
cess issue to meet emergencies. 

The redeeming of these notes at the Central Hank or the 
Treasury must now he discaissed. Both in the pre-war Pran(*e and 
the United Stales of America the (Viitral Bank had the power to 
pay the notes in gold or silver as in Franco and gold or lawful 
money as in fhe U.S.A. In the future Avheii gold shortage is to 
he an aceom])lished fact the com^ontration of gold in the central 
reserves would he highly useful and a provision of this character 
would he highly useful in protecting the gold stock in extraordinary 
times. While this privilege would thus he heljifiil the question 
of keeping notes at parity with gold and speedy exchange of notes 
for gold or gold for notes should not be interfered wiih in ordinary 
times. 

As the general public of our country do not understand the 
subtle distinction between legal tender and optional tender it is 
better to confer the legal tender quality on the notes of the Cen- 
tral Bank. It is undoubtedly true that a proportional note-issue 
has the possibility of inflationary demand attached to it and to 
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curb this tendency the le^al tender privilege for private debts 
might be denied as has been done in the IJ.S.A. But even there 
banks and the government exchange ihe notes for lawful money 
at their full face value. 

Coming to the actual measures needed for securing automatic 
retirement of notes vhich is so essential for contraction ])urposes 
it must be borne in mind that the issue of the One llupee Note 
makes it difllcult to insure jiroinpt retirement. Large denomina- 
tion notes would generally float back to the Bank efisily but the 
smaller denomination notes generally are not letired early. The 
conferring of tlie legal tender quality would again stand as an 
impediment to the prompt retirement of the notes. Kven banks 
would he holding these as ]>art of their legal tender reserves. Al- 
though the 11. not(*s are not legal temder yet these are not 
issued below denominations of five dollars. As inter-distiicd move- 
ment and payment of them by another F. B. Bank other than the 
issuing hank is subject to the penalty of a 10 j>er cent tax the 
feature of automatic redundancy is supposed to be completely 
effective' and to reinforce it s])e(*ial ])owcrs are confc'rred on the 
F. B. Banks to refuse rediscounts to member banks and compel 
them to repay old borrowings by leturniiig currency, i.e., notes. 
I1ie F. R. Board has the power to hwy intc'rc st (ax on note-issue 
backed by non-gold c'ollateral. Next, the rediscount rate may 
be raised by the F. 11. Board, if it finds the notc'-issue over and 
above the legitimate demand requirememts of business. T/astly, it 
employs the open market oi)erations on the part of the F. R. Banks 
to bring pressure and comped the safe retirement of these notes. 
Thus the chief lesson one has to learn is not to plac‘e blind faith 
in the doctrine that notes find an outlet only when there is legi- 
timate demand for the same and nothing in the direction of en- 
forcing note-retirement is essential. Althougli notes generally 
find an outlet through business requirements aleme, the necessity 
to automatically retire these notes as soon as the requirements are 
satisfied is often overlooked and such times the Central Banker 
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must b© endowed with power to exert pressure on the ordinary 
banks and secure cx)ntraction of the notes. But unfortunately this 
side of the note-issue provisions which is meant for contraction 
purposes is often negiectea. It is not enough to merely lay down 
regulations checking monetary inflation through note-issue. Just 
as elasticity should be secured whatever the state of the gold 
stock might be, so also the contraction must be luaiiaged with 
a view to save the coninmiiity from ex.essive fuul highly infla- 
tionary size or amount of the note-issue. These are ilie i)rinciple8 
on which the note-issue of our Central Bank should be managed 
and withoiit having an elastic note-issue in its handj which does 
not at the same time lead to monetary intla-ion, satisfactory re- 
discounting of the eligible and (.piali.'ied paper would be sometimes 
impossible and the genuine credit demands might not be satis- 
factorily complied with. 


Bank Rate. 

It has alrt*ady been laid down that a lower and more steady 
bank rate than the present one should be the ideal aimed at. Con- 
sidering the last half-year’s (ending Dee. 31, 1929') bank rate, 
the average was 5*788 per cent as against the previous half-year’s 
average of 6*456 per cent. It would indeed have been higher if 
trade demand had been felt. Deiiressed trad© and the stagnant 
industrial situa-tion in the cotton industry of Bombay and the slow- 
ly falling prices of country produce needed lesser finance than as 
usual and there was no liorrowing of emergency currency from the 
Controller of Currency at any time. The sevtm per cent bank rate 
reached in October, 1929 would not have been imposed on the 
banking system but for high bank rates riding abroad and the 
investment of Indian money abroad. The heavy treasury bill 
borrowings must also have told their tale in this matter and rais- 
ed the bank rate to seven per cent. One unique feature however 
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was the low money rate prevailing in the money market in spite 
of the above advance in the bank rate.^^ 

This situation would necessaiily have to be (hanged as soon 
as the Central Hank assumos chaige of the currtuicy and ciedit 
policy. This (Vntral Hank should remove the influence of the 
(jovernimmt on ilie bank late. Any undue raising of the bank 
rate to eiglit i)er cent as was done by (Government pressure would 
have to be checked. The present-day peaks and valleys of credit 
fluctuations would be smoothed out as a result of the Central 
Hank’s operations. Its true financial wisdom would enable it to 
stand ])u^])ared for unioresc^eii, abiioimal and uiK^xpecicd contin- 
gencies though they may l>e puiel\ non-Indian in origin and 
eharaci(*r. With the successful financing oi the Tu'asury’s re- 
(piirements by the policy of Ways and Means Advaiues one reason 
for unduly pushing the bank rate to a high lev(d Mould be remov- 
ed. With an (dastic note-issue the seasonal r(*quiiements can 
easily be satisfied at a steady level ol the bank rate. Change in 
international finance Mould undoubtedly have a r(‘j)ercussion on 
the Indian money market. ' Tlie best way to imud siu h abnoinnJ 
contingencies is to i)io\ide the shock-absoibt‘i — the (Jential Hank. 

Taicking absolute autononu and devoid cd sufficient resources 
tlie Imperial Hank could not withstand any of these extiaordinaiy 
shocks. N(uther the internal situation nor the complications aris- 
ing out of international financial stringency could be satisfactorily 
handled by the Imperial Hank. Often wdien trade demand M\ns 
acute the cash Iralances used to iea(*li a low figur'e of thirteen per 
cent.^^ The issuing of <unergency currency at such times against 
ad hoc secuirities or the transfer of the Ilonie Cash Halances to 
the Indian counterpart by placing sterling sc'curities in the P. C. 

14 See the Half-yearly Peport of the Imperial Bank ejidmg December 31, 
1929, pnbliBhed in the ’5ngli8hmaii, February 3, J930. 

15 The lowest record to «hich (he eash reserve of the Imperial Bank baa 
ever fallen was 9 per cent. 
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Reserve and issuing P. 0. notes against the same thus augment- 
ing the Government cash balances in the hands of the Imperial 
Bank or the manufacturing of bills to secure their rediscounting 
at the Controller’s hands was often resorted to on several occa- 
sions. These medieval methods of finance have to be scrapped as 
early as possible. It is high time that the seasonal emergency or 
cyclical or secular and abnormal needs are properly looked after. 
Ail Central Banks are now armed with the privilege of note-issue 
and their purposeful cre^dit policy ev< n in normal times Is so direct- 
ed as to enable i1 io tide over the cyclical period with the least 
possible distiirbanre. Seasonal needs can be adequately provided 
for by mere expansion of book-credits, ’.e., deposits and notes and 
no i)enalty bank rate is ever inflicted on the buslnassmen. The 
proportional syst<*m of note- issue which is h.,ckeJ by (*ommercial 
paper can duly emjiower Iho Central Bank to meet the needs of 
seasonal as well as cyclical emergencies. But no modern banking 
system is being so managed at jmesent as to secure the secular 
stability and stabilise prices in the long period. In an abnormal 
contingency as war all the three expe<1ient8 of loans, external as 
well as internal, the screwing up of the rate of taxation and the 
resort to note-issue would be inevitable. The more costly the 
modern w'ar is the more effective must be the three methods of 
war-finance. 

Dilfflculties of Open Market Operations. 

It would be mere folly to minimise the real dangers which 
the Central Bank would have to experience in the early days of 
its existence. The financial good that it can hope to render would 
not be very prominent from the very beginning. The immediate 
changes that it would bring about must be studied. It would 
necessitate the transfer of note-issue powers at present exercised 
by the Government of India. 

Secondly, it would involve a cataclysmic change so far as 
rediscounting of hundis or manufactured ** bills by the Controller 
F. 4 
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is concerned. Tlie rates charged loa* this rediscounting have 
varied fioni six to eight per cent. To substitute merely for this 
purpose a Ceuttal IJank would be unnecessary for oftentimes there 
had been no such lediscounting at the Controller’s hands even at 
the time ot the busy vseason. During the present season (Febru- 
ary, 11)^10) there has been no creation of this emergency currency 
thus far. Money rates are easy and though up-couni ry demand 
might be felt sooner (February, 1930) or later it is quite likely 
that this demand would not be made by the Imperial Ihink. 

Thirdly, the lack of a dLs(*ount market and the absence ol a 
bill habit need not be commented ii])ou. Dut unless a Central 
Dank heli)s tliis process of perfecting th(' short-term money mar- 
ket, the development of the same would never take place wiihin a 
leasonahly short time. 

Xextly, the demand for loans in an agricultural country would 
!)(' inelastic and discount rates can nevei hope to exercise effective 
coniiol over the situation. As at present the bank rate of the 
Central Bank would be a* mere symbol devoid of any real signi- 
fi(;ance. For some time to eome that would be its faie.^^ 

Another reason pointed out elsewhere is iiie oi>j)o.sition oj ih(‘ 
exchange Banks wliu would not f urtail tlndr dependence on ila* 
Jiondon Money Maiket either fur recliseounting their bills or ior 
iinestiiig their liquid resoiirees in the short-term mouey market of 
I.ondon. 

Still another dominaling factor delimiting the useiulness of 
the Central Ihnik should be slated. Kveii in the advanced coun- 
tries it is now^ being realised that immediate stabilisation of prices 
or business would not be forthcoming out of a judicious use of the 
l)ank rate or open market operations. Considering the “ agricul- 
tural lag ” fluctuating or changing price-levels would have more 
j)r(>nounced effect on fhe farmers than on the industrialists. How- 


ls Bee the Beetjon on tho Fiifure ll)o Poroign Exchange Banks—Eart of 
my written evidojice hcforc the (’entral r»axiking Erajinry ('oniimltec, 
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ever much the need for benefiting- the farmer by means of a stable 
price-level might be felt still in actual practice it cannot be realis- 
ed wiihout other helpful facttirs co-operating with the Central 
Bank in improving the siiuafcion.i^ The new gold standard itself 
is the best regulator of jirices and any (conscious stabilising of 
internal prices would mean continuous rigging of exchange up 
and down with reference to movements of world ])rlces. As the 
different count l ies ot tlie Avliole world *uive rejec ted the policy of 
siahilisation of ibices hy ado])ting a managed euneney and have 
reiurned to the new gold standard the ohjectlve aim of this country 
should he to rtdinn to this new gold standard and consider it as a 
good enough measure for u^gulating ])iiees. 

If these are the real objection? to the suceesstiil working- of -i 
Central Bank it ean l)e jiointed out that the Tuaui reasons why a 
Ceuitral Ifauk would he necessary in this (ounti.y can be stat(‘(l 
under tnree broad headings. 

hirslly, the monopoly of tiie foreign exchange banks has to he 
broken down hy lielpii^g the competing local exchange banks. 

Secondly, it would prevent a rec'urreiice ot the ltH3 — 1915 
hanking crisis. This prospeiity crisis was due to capital being 
lent through hanking cdiannels for industrial })ur})Oses. When 
the knock came th(‘y found themselves in a peculiar situation ami 
no one was willing to help them. Their inevitable collapse 
brought down a number of banks. The presence of a responsible 
leader rendering discriminating bel]) could have saved some of the 
solvent hanks. No worthy lejul was given hy the Presidency 
Bank of Bengal even though tlie Govt*rnment was willing to grant 
aid. The lessons of tliis crisis unfortunately were lost and no 
tangible good, immediate or deferred, resulted out of this crisis. 
No amalgamations, no jiurification jirociess, no reconstruction 

17 The success of the open market operations of the F. R. Board is much 
exaggerated and tlie helpful factors wliich pulled m the same direction are' 
forgotteu. See Lawrence, “ The Stabilisation of Prices,” p. 472, 
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schemes such as those which followed the Australian Crisis of 1891 
to 1893 have resulted. 

Thirdly, an orthodox Central Bank whose functional simpli- 
city might be rigidly adhered to would facilitate and improve the 
remittance business of the Government, provide the rediscount 
facilities for the commercial banks, manage the currency and 
credit system of the country and perform Government business on 
strictly intelligent i)rincipleH. The most important innovation 
would be the rediscounting of hundis by the joint-stock banks 
which is now considered as a weak sign and not resorted to by 
them. * 

This would enable the spread of the banking net far and wide. 
It would increase the scope of the Central Banker to exercise his 
power over the entire banking field. The slow popularising of 
the credit instruments, the encouragement of the deposit habit, 
the training of men fit to run banking institutions and the effi- 
cient handling of the banking system during the times of a crisis 
would be some of the immediate beneficial advantages arising out 
of a Central Bank of Issue. But to secure even these simple l>ene- 
fits it has to fight against tremendous odds the most j)Tomineiit 
of which are 7 )opular apaihy and ignorance and the jealousy of the 
foreign exchange banks. But if it pursues a bold active forceful 
and energetic i)oli(‘y there is no reason to doubt that it will even- 
ttially occupy its rightful place in the Indian mon(‘y market as 
the corner stone of its currency and credit system. 



THE CENTRAL PliOBLEM OF INDIAN BANKINO 


BY 

P. J. Thomas, 

Pn ffessosi' (if Kconomicit^ Urdvers^ij of Miidras, 

summary 

1. m^h inlerest rates are a ^reat Inix^ediiuent h) the gfrowth 
of industry and enterprise in India, and te^p down the slaiidard 
of livinp:, Theie is a wide disparity hetweeii the hank laie and 
the market rates and the hrid^^in^ of that g’ult is the central 
pro])lem of banking* in India. 

2. There is no use putting? the blame on the indigenous 
banker^ or the Imperial Rank: the remedy lies in changing 
our methods of business, and enabling our businessmen to obtain 
funds on (‘asier terms. 

3. Our present methods of busniess are dominated by * cash- 
credits ’ and ‘ open accounts ’ ; and the provision of marketing 
credits is meagre. These methods must bo replaced by the use of 
bills of exchange, drafts and pronoles, which may be discounted 
and rediscount ( mI accoiding to the needs of business. Standardized 
liuiidis, independent warehouses, discount-houses and liill- 
brokers aie all necessary for the functioning of a pr()])er reserve 
bank and a T^ell co-ordinated rediscounting system. 

4. The Reserve Bank must pro-vide also for agrumltural 
credits, mainly through the co-oi)€rative movement. The redis- 
counting of agricultural paper bristles with difficulties, especially 
in India, but these difficulties may be got rid of by a stiffening 
of co-operative methods and tightening of co-operative machinery. 
The experience of U.S.A. and France is encouraging in this 
matter. 

5. The developments envisaged above are not too premature 
for India. With some modifications the existing machinery could 
be bro*ught into line with modem banking systems. 
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( 1 ) 

One of the fuudameutul causes of ihe e(‘ouomic backwardness 
of India is the high price that Indian traders, inanufaci iirers and 
cultivators have got to pay for the use of capital. The high rates 
of interest obtaining in tliis country make the cost of production 
high and leave the entr©i)reneiir, be be millowuer, handicTaftsman 
or farmer, such a small margin of profit Unit there is no great 
incentive to increased production. In the case of a laige propor- 
tion of cultivators, the produce harvested is hardly sufficient to 
pay the moneylenders’ dues, and as tor artisans, they, in a real 
sense, work for the sow(*ar. Even the millowiiers and inercliants, 
espeidally the smaller ones, have to i)ay much higher rates o<f 
interest than their comjieers abroad. Short-term (‘nnlits are 
difficult to obtain, and when obtained the terms are often unreason- 
able, it not exorbitant. The Bank Hate may be 5 per cent or 
even as low as per cent but the average busiiiessmau has to pay 
about 9 to 12 per cent and the average farmei and hai 'dicraftsman 
anything between TJ and 24 per cent for their sliort-|:crm credits; 
and town labourers usually raise loans on sucb exJi'bitant lates 
as 37^ per cent and 7b per cent pei- annum. In these circum- 
stances, it is no wonder that trade and industry are growing at 
a snail’s pace in this country and our eiuinomic resourcjes remain 
undeveloped. 

This has other repercussions, both economic and social, of a 
far-reaching character. Owing to the high toll levied by the 
moneylender and the low p^oductivene^s of industry, the Indian 
agriculturists and handicraftsmen — ami they constitute the great 
bulk of our population — have to keep theii* standard of living at 
the barest minimum of subsistence. The great majority of them 
hardly eat one square meal a day and live in thatched huts wear- 
ing scanty clothing, and with very few possessions that they could 
call their own. What can be the purchasing power of such a 
poor people? India claims neariiy a fifth of the world’s population, 
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but tlie per capita purchasing power of those people, I venture to 
say, is not even a fiftieth of that of an Englishman or an American. 
Indeed in the statistics of world trade, India is assigned the sixth 
place among the nations l)ut it has hardly any significance when 
we take the size of India into account. What (an he the real 
economic status of a country whose per capita income is but ,£S at 
the highest computation y 

It is clear theiefore that unless India prodin es more per head 
and thereby raises her purchasing power and her stt:ndai'd of living 
far above the. present low level, no real economic; advance is 
possible; and so long as manufacturers and cultivatoiv have to pay 
exorbitant prices tor the use of capital thev will never be able to 
increase the yield of their farms and workshops in (juantity or 
value, and the purchasing* power of the ma^^''s is bound to remain 
low. 

what is the cause of these high rates cA interest y Is it 
due to the dearth of capital y lii spite of the still deep-rooted 
inclination to hoard money and keep (uipital locked 
up in ornaments and lauded property, there are yet indications 
that we have ample, if not abundant, financial resources in the 
country to supply the credits needed for our trade, industry and 
agriculture, 4ud if this is supplemented by the cash balances and 
other resources of Government, there is no doubt that India could 
supply herself without external aid all the short-term credits 
usually required in the country. The loans floated by Government 
in the last few years have demonstraited that there is in India 
a fairly large accumulation of capital seeking investment and that 
the apparent shyness of capital is rather due to the lack of 
appropriate channeils for investment than to any deep-rooted 
: antipathy towards liquid investments. Eor the person who wants 
^to keep his capital in a readily realizable form, the choice 
fof securities within the country is so limited. There is 
I today a growing class of professional men and lanclowm^rs, 
|even artisans, who realize the value of such investment, _and with 
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increased propaganda and tke pro^iwon oi ke^ter facilities, tkat 
class may grow considerably and a large capital market may take 
shape in this country. But this class now invests only within a 
limited range, and their capital hardly serves to finance the agri- 
culturists and manufacturers of the country and even traders 
obtain only a very limited benefit from them. 

The result is the wide disparity that obtains between the bank 
rate and the market rates in this country; and the smoothening 
of that dispah'ty is the central problem of banking in India. 


( 2 ) 

It is customary to put the blame for high iTiterest rates on 
the bankers and moneylenders who accommodate the traders and 
agriculturists of the country. We often hear ot Shylock demand- 
ing his pound of flesh, the mahajau tyrannising over his debtors; 
but this is ()nl> one side of the pietiire. Indeed it must be admitted 
that the Indian sowcar charges for his capital higher rates than 
his compeers in any civilized country, and in a good many cases 
his profits are great. But when we consider the risky nature of 
much of his business, the delays and expensiveness of the legal 
process, the statuioiy restrictions on the transfer of land, the 
vicissitudes of seasons, and wide fluctuations in the price of 
produce, we may realize that the indigenous moneylenders and 
bankers are at present struggling against odds, that they are 
lendering a service to the community which in the present 
(drcumsiances no other agency is capable of rendering. While 
the rates charged by them look high on ])aj)e!, their net takings 
are often, unequal to tlie eneigy they put into the business, 
and in spite ot tbe rise of co-oi)erativo societies and indigenous 
joint-stock banks, they are still shouldering practically the entire 
burden of credit supply to the ordinary folk. Out ot the estimated 
total agricultural indebtedness of about Rs. 1,000 erores, the oo- 
oj>erative movement supplies not more than about 35 erores. 
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More often, the blame is laid at the door of the Imperia^l 
Bank. There is no doubt that the too conservative policy of the 
Imperial Bank prevents the banker and the businessman from 
getting all the credits that they need and their position warrants, 
and that this restriction of credit coupled v;ith the extensive 
government borrowings of recent years have made money dear for 
trade and industry in this country. It is also true that the market- 
ing credit offered by the Imperial Bank is hedged in by many 
restrictions which stultify the beiufiis of -hat provision in the 
case of those classes of the community that stand most in need. 
But so long as the lTni)erial Bank is bound by the present charter, 
it has got to restrict its activities w'thin a narrow field; there is 
a fixed time limit ])eyond which it, cannot provide credits; it could 
discount only sucJi bills as satisfy certain minimum rxiuuements 
and its marketing credit ivs only available t those who deposit 
goods with it or who assign to it documents of title to goods. 
Perhaps in the present circumstances of the (.‘onntry, such restric- 
tions are iijore or less necessary for safe banking; and even the 
Beserve Bank, when it is foundexl, nn.y not be able to make any 
radical modification of many of them. The practicable remedy 
therefore lies in enabling our businessmen to adopt such businevss 
methods and provide themselves with such secuiities as will satisfy 
the banks and enable them to advance more .freely. 

We have to remember in this connection that the Imperial 
Bank is not a proper central bank, but only an ordinary 
commercial bank doing banking business for the State, that 
altliough it tries to control (*redit by nianipulaiing the hank rate, 
such control is ineffective as it- has no c.ontrol over currency and 
us even the indigenous bankers are not always bound to take the 
(Uie from it. Herein lies the root cause of the disi)ariiy between 
the bank rate and the market rate. So long as the control of 
credit and the control of currency are vested in two different 
authorities and so long as the control of credit is vested in a 
Icommercial bank whic^h only partiall}^ controls the capital market 
F. T)* 
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of the country and which has no direct mission for the economic 
improvement of India-, there is practically no way out of our 
present difficulties. There is only one radical remedy to this and 
that is the establishment of a central Reserve Bank, which will be 
the coping stone of the financial edifice of the country. Such a 
Reserve Bank must be entrusted with the regulation of the currency 
as well as credit and must hold the reserves of other bankers and 
of Government. Only such a bank will be able to effectively 
control tlie interest rates and handle the credit situation. 

Indeed the establishment of a proper reserve bank with 
adequate powers and safeguards will provide a coping stone for 
the financial edifice, but It will only be the coping stone. The 
building has got to be first raised before we place the coping stone 
in the proper place. We must have the groundworks, the masonry, 
the wood-works and all these must be properly adjusted. We have 
many scattered pieces, and some of very good workmanship, but 
they require to be put into shape and must be brought together 
and fixed up to form the body of the building. The very founda- 
tions are not fiiinly laid down; and ihat would be the hardest of 
our jol)s. We require an adequate number of member banks ^11 
over the country, a growing stream of savings receiving tributaries 
from country and town, a regular flow of negotiable instrumeYits 
of the proper kind and ac(*epting houses and bill-brokers to 
deal in them; and above all we must develop in the country such 
habits, standards and methods of business as are necessary if bank- 
ing transactions should proceed on their normal course. In all 
these, considerable modifications and adjustments are needed to 
bring our existing machineiy to function efficiently for the aim in 
view. 


( 3 ) 

We will now analyse our present methods of business. The 
larger industiial concerns obtain their credits from banks in the 
shape of overdraft or cash-credit on the security of letters of 
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typathecation on goods. This practice is not generally agreeable 
to the banker as the goods are in the possession of the borrowers, 
and as such loans are not a quick asset; and naturally banks 
restrict such credits within a narow circle of highly reliable 
customers. As for ihe smaller manufacturers, this channel is 
closed for them and they have to be content to borrow from 
indigenous bankers or moneylenders at high rates of interest. 
Traders could raise credits on the security of produce, but banks 
insist on such produce being deposited ir their own godowns under 
the control of their own staffs, and as this is regarded as derogatory 
by substantial merchants, they have i/ften to .seill their goods at 
unprofitable prices and in a depressed maiket. Agriculturists do 
not get even such facilities. Jlefore the produce is harvested they 
are already deeply indebted to the sow oar oi mandi merchant and 
they have to sell the i)roduce immediateily after harvest, often on 
the thicshing floor; and us is well known, produce markets 
especially grain markets, are particularly depressed immediately 
after liarvest. The very methods of purchase and sale in the 
country are unbusinesslike. Sales are generally made on the 
^ open account,’ and therefore the seller has got to wait till the 
buyer is ready to pay up, and in no way could he convert his 
^ book account ’ into cash. 

All this is inconvenient, wasteful, antiquated; and the whole 
machinery must change, if the modern banking system is to 
function unhindered. A well-devised system of trade acceptances 
must link up the different sections of the business community. In 
all civilized countries, the mechanism of exchange today works 
with the help of bills of exchange, drafts and pronotes. Before 
they reach maturity, these negotiable instruments may change 
hands several times, being discounted and rediscounted by bankers, 
and this makes monetary resources mobile, and enables them to do 
more service in exchange than otherwise they could. So long as 
sales are on the ‘ open account,’ and notes and drafts are not 
: discounted, monetary supply will remain inelastic and business i$ 
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l)ound to be sluggisb. The E^serve Bank (*aii O'lily function with 
the help of such media. All borrowing* for business purpcKScs must 
be through some negotiable instrument, whi(‘h may be rediscounted 
in ease the lender wants to transfer his claim to some one else. 

Of these negotiable instruments, the bill of exchange is the 
simi)lest and most self-liquidating, as it represents an actual sale 
whether within the country or outside. It may be a sight-bill or 
a U8aiice-*bill, bnt in either case it will liquidate itself automatically 
iji a well-ordered business community. Especially when the bill 
is accajinpanied by a bill ot lading or other supporting documents, 
it l)ecomes a first class negotialde paper; and in the case of usance 
bills can be diseoniited and rediscounted, ajid may change hands 
any nuni})er of times. Marketing credit is also* provided by means 
of negotiable instruments, a draft or note secured by warehouse 
receipts and other dcKMimeiits of title to goods. Such goods mxist 
be iion-])erisliable, readily sal(»a])lo janl must be stored in puccu 
godowns. If so arranged, these instruments will function nearly 
as automatically as trade bills and will be an effective means of 
avoiding forced sales and depressed tnarkets. 

In India foday, bills are used more in foreign trade than in 
inland, and that is perhaps becanse divscounting facilities are more 
abundant in the former than in the latter. Hundis of vaiious 
kinds have always been msed, but a good number of them are 
ac(;ommodation bills; atid even when they represent a genuine 
commercial transaction, the joint-stock banks are reluctant to 
discount them. As Sir Henry Strakosh has pointed out, inland 
trade hills need not always {*arry with them supporting documejits, 
and it is not in all cases convenient to supply such documents, but 
Avhether this caution of the hanks is justified or not, they are not 
likely to give it up till a Eeserve Bank will arise and initiate a 
new policy. Trade ac*ce})tances in general are impeded by the lack 
of proper warehousing facilities in the c.ountry and by the insistence 
l)y the joint-stock banks that produce should be deposited in their 
own godowns, and their reluctance to liberate goods piecemeal, 
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Thus, being denied access to the Imperial Bank and other joint- 
siock banks, the ordinary businessmen of the country resort to the 
shroffs who either lend them their own money or money which 
they raise from the banks by discounting Hiindis. The shroff* 
does not play the role oi a bill-bioker or an accepting house, 
and as his risks are often great, large profits accrue to him. But 
why should there be such risks? and why such burdens on industry 
and trade? 

If the rate of interest shoub^ fall m the ('^uintry and if the 
Reserve Bank (when founded) should serve the interests of the 
Indian business community, various :nodification« are needed in 
existing l)anking machinery and methods of India. I shall here 
mention only a few. 

1. The cash ciedit method of ffnamdu'x must be disoo-uraged. 

2 . The JIundis must l)e standardized and transfomed into 

genuine trade bilk which may bo discounted with the 
banks; and the dutiee on them must be reduced, so 
that their use may beci.me more popular. 

d, lndei)endent warehouses must be established at suitable 
centres and they must issue certificates of title. 

4. There must arise accepting and discount-houses and bill- 
brokers to deal in bills. The Multanis and other 
shroffs could with advantage transform themselves 
into such if pioper encouragement is given. 

0 . Joint-stock banks must open more branches in the 
country or take local bankers into partnership with 
them on the Kommaudit princijde, and these banks 
must keep their reserves with the Reserve Bank. 

All these will create a growing discount market in the country. 
The businessmen will create drafts of all kinds, the accepting 
houses will accept them, joint-stock banks will discount them, and 
bill-brokers will arise and deal in them. If thus a discount mark^^t 
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will arise in the country, the bank rate will then become more 
effective, interest will fall, and the Bank will be able to control 
,,more effectively the credit situation in the country. 

Except in (ireat Britain, discount-banking is of recent growth. 
Even in the United States, where the system has lately become 
most developed in all its ramifications, there was a positive anti- 
pathy to rediscounting before the Federal Beserve system came in 
16 years ago. There were large numbers of small banks operating 
in the country, but they Avere averse from discounting their notes, 
and having not been connected with the central money market — 
each bank depending mostly upon local resources — intea’est rates 
were as high as 10, 12 or even 15 per cent in some districts, while in 
towns much lower rates prevailed. The Federal Beserve Bank Act of 
1913 remedied this defect by providing a national discount system, 
which enabled country banks to be(*ome members of the Federal 
Reserve system and obtain abundant rediscounting facilities. 

Wo have to develop on the same lines in this country. Our 
methods of granting credits must change if our businessmen are 
to fully avail themselves of the resources of the Reserve Bank. 
Gash credits and ‘ oi)en aceount ^ transactions must be reduced 
in voilume and in their place niust come in trade acceptance credit 
with the proper negotiable instruments and supporting documents. 
The shroffs and other indigenous bankers who today lend to 
businessmen will have more amplified functions in the new system. 
By centuries of specialization in banking, tliey have garnered 
valuable experience of the habits and needs of Indian business- 
men, and by adaj)ting themselves to the needs of the discount- 
banking system, they will be able to perform a more serviceable 
function, and one which, I think, will be more profitable to 
themselves. In this way the two uncoordinated parts of the 
Indian money market can be brought into organic touch and, 
made to co-operate for supplying the credit needs of the country. 
Indian capita^l will thus become mobile and will divest itself of 
its proverbial shyness. 
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In Western countries, the central banks arc intimately bound 
up with industry and trade, but in a country like India, 
it is but meet and proper thait the central bank should also 
make 'provision for the short-term needs of the agpriculturists 
who form more than 70 per cent of the people. There is no 
doubt that co-operation is the right channel for the supply of 
.short -tenn credits especially to agri**ul1 mists, and it mUvst be 
admitted that in most Indian piovinces at present no lack of 
funds is complain (*d of by the co-operative movement. TiCt us not 
forget, however, that this seeming sutficiciic^ is not because all 
the credit needs of the ryot have been met, but because co-operation 
i.s m€»eting only a small part of his legitimate credit ne(*'ls, and 
if co-operation is to become really serviceable it will have to 
extend its business. Thi.s is only possible if we connect the co- 
operative banks with the central money market of the country. 

In this, too, we may learn a lesson from the Federal Reserve 
system of the IT.S.A., which helps agriculturists by providing 
si)ecial facilities to their c()-oi)erative marketing organisations and 
by including among * eligible ’ paper (i.e., paper acceptable for 
discounting at the Federal Reserve banks) not only bills, notes 
and drafts secured by documents of sale or warehousing receipts, 
but also paper created for productive purposes by agriculturists. 

Before the introduction of the Federal Reserve .system, 
American farmers used to raise credits from country banks for 
periods ranging from three to six months on condition that (as in 
India) the loians were returned when the crops were harvested. 
Not infr©(iiiently, goods had therefore to be sold in a congested 
market. This defect was rectified by the Federal Reseiwe system, 
which provides for the granting of credits for six and nine months 
and thus enables them io market their goods in an orderly manner. 
Co-operative marketing associations have been given special 
privileges in the matter. According to the amendment of 1923, 
these associations are authorized to issue paper, which is esligible 



284 P. J. THOMAS 

for discoiiiii, with maturities up to niue moiitlivS if the money is 
advanced to members for an agricultural purpose, or if it is used 
to pay members for farm produce delivered, or to finance tJie 
association in packing, grading, preparing for market ot* in market- 
ing, i)r()(lucts grown by its members. 

The redis(‘uunting of notes and drafts (Teated for productive 
purposes is a special feature of the American system. The 
approved purposes include raising (U'ops, purchasing implements 
and breeding animals. The rnsnal period is six montbs, but in 
order to suit the needs of cattle-l)reeders, longer maturities have 
been gra]>ted for what is termed ‘ intermediate ’ paper which runs 
from six months to three years. Thus the Federal Reserve banks 
have be(*0'ine the sheet-anchoi' of agricultural finance by providing 
not only for sliort-teriii purposes but for intermediate credits so 
essential for cattle-breeders and for those who' need expensive 
implements for ('ultivation purposes. 

If in an industrial country like the United States, rediscount 
banking has been so warped as to be specially serviceable to 
farmers, what shall we say of India whose ])eople depend so 
predominantly on agricuilture!”' But, we have to take account of 
the fact that there is great difference between an American fanner 
and an Indian ryot in credit-worthiness, and this is not merely 
due to the disparity in the size of their holdings. Unlike the 
American farmer, the Indian ryot borrows much for unproductive 
purposes, is prepared to spend the earnings of a whole lifetime for 
a day’s wedding feast, and keeps no regulai* account of his income 
and expenditure. The risks of (*rop failures are also much greater 
in a country like India. This makes it difficult for the Reserve 
Bank to become serviceable to the ordinary ryot, but the difficulty 
is not insuperable. What the ryot lacks as an individual the co- 
operative society (‘ould supply him. As member of a co-operative 
society, he must be in a position to raise produce loans and loans 
for cultivation and other productive purposes. The ordinary ryot 
may not be able to obtain produce loans from the joint-stock 
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banks, they being* geneidLy located in the larger towns; but the 
co-operative sale society of which he is a member may provide him 
with warehousing facilities and enable him to obtain marketing 
credits by the creation of suitable paper which will be rediscount- 
able with the Reserve Bank or its branches. The lack of co- 
operative sale societies and proper warehouses within easy reach 
of the ryot now prevents such business being put through; and 
special assistance is needed from Government for filling this gap. 

There is no reason why discounting facilities should be restrict- 
ed to paper which is supported by instruments of title to goods 
already produced; agricultural paper may be created for a 
productive purpose provided tlie loan is properly secured. In the 
case of co-operative paper, it mu.it beai the signature, not only 
of the liorrower, but also of the primary si»ciety of which he is a 
member and of the financing central bans. Such three-name 
paper is now accepted for rediscounting, not only from the 
capitalist farmers of U.S.A . but from the peasant farmers of 
Fiance; i\iQ Caisses Hccjionules (District Banks) and 6WcV.vci' Locales 
(village banks) of France carry on a larger amount of shert- 
term business in this line. The currency of the loan should be 
from six to nine months, so that tUe borrower may have time 
enough to market his produce in a profitable manner. Thus the 
co-operative system mig*ht be linked up to the general money 
market of the country and the Reserve Bunk may be enabled to 
cater for the needs of the smallest agriculturist. Nor is this an 
innovation, seeing that, in the Madras Presidency at any rate, 
the Imperial Bank had allowed the co-operative banks an overdraft 
account of a substantial amount on the strength of co-operative 
paper; and the recent partial withdrawal of this privilege was 
not due to its having worked badly. 

In order to enable the co-operative banks to take upon them- 
selves such a responsibility, it is necessary to tighten up their 
business methods. The deep-rooted habit of borrowing for un- 
productive purposes, the mounting up of overdues, the moribund 
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condition of several ot tli© primaries, the popular view which looks 
upon co-operative societies as agencies for borrowing — all these are 
serious impediments in the way of making agricultural paper 
rediscountable with the Eeserve Bank. These must be couniei- 
acted b^ a careful reorganisation ot the methods of advancing and 
recovering loans. The village sowcar, who knows intimately the 
conditions of the ryot, seldom lends without a hypothecation ot 
crops (it may be verbal), and he gets himself repaid on the thresh- 
ing flooi*. This is what the sowcar has learnt by experience, and 
there is every reason why we should utilize his experience in this 
matter. The sow'car may be utilizing such experience for self- 
interesi, but the co-operative s(M3ieiy must employ the same tor 
the good ot the i>ot. It loans are to be properly and punctually 
repaid they should onl;y ])e gi anted tor productive purposes and 
bo gi anted on condition that the borrower’s produce is ware- 
housed and marketed toi him by the (‘o-operative sale socit'ty. 
This supposes the existence of a sufficient number of godowns at 
all convenient centies and proj)erly managed sale societies to 
market the produce so warehoused. The risks of crop failures 
must be reduced by irrigation and crop insurance, and the ryot 
must be encouraged to adopt improved methods of tillage and to 
keep regular farju accounts. It may be noted that the English 
Agiicultuial (^redits Act ol lUM insists on the loan being a chargi* 
on the crops or othei* property hypothecated and the borrower is 
prevented from disposing ot such property as he pleases. 

There is no reason why some such facilities should not be 
given directly to substantial landowners and farmers who carry 
on cultivation scieiititically, provided the same precaution is taken 
in regard to them and j)iovi<1ed also that the paper is endorsed by 
recognized banks or bankers; but it will be many decades before 
ihe rank and file ot Indian cultivators will deserve such treatment. 

( 5 ) 

The one conclusion emerging iiom the above survey is 
that ihe sure remedy for high interest rates and other allied evils 
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of our financial inaehiner>^ is tlie establishment of a lieselrve 
Bank; which will facilitate the growth of a rediscounting system 
of banking, eo^ntrol currency and credit alike, and 
hold the reserves of other banks as well as of Government. Such 
a banlc could expand credits or contract them according to the 
needs of the country. Fostered by such a central institution, 
banking facilities will increase not only in towns l)ut in the 
country side and the present disparity between bank rate and the 
market rates will disappear and ^nonev will be available for all 
reasonalde purposes by reliable borrower’s at reasonable rates 
of interest. 

It niay jxubaps b(' sa»d ibat Ibe (b*ve](‘pineiit envisaged iu this 
])a])e]‘ is preinatui'e for India, but wlnn one rciinniibers that dis- 
count-bonking was uu]»o]Ui]ar in most (‘o^.ulrits till a few years 
ago, that even in TI.S.A., till 1914, (U)untry bankers handled only 
one-iianie j)roinissory notes, and regarded rediscounting as ^ a sign 
of weakiK'ss and a flag of depress/ one may agree that India, in 
spite of all her defects, is not altogether unprepared for this re- 
form. Our indigenous bankeis have long handled such business, 
altbougli in a ciude manner. For the rest we have the assurance of 
so high ail authority as Sir Henry Strakoch that without any very 
material changes, the great majority of Indian Hiindis could be 
made eligible for rediscounting at a central bank, and that the 
Indian shroffs are already ‘ a most valuable nucleus for the 
establishment of a real money market in India,’ and that with the 
< establishment of a central bank, sheer self-interest will impel the 
existing banks and bankers of the country to adapt themselves to 
the needs of the new banking system and co-operate for the 
mobilization of the financial resources of the country. If such a 
practical financier as Sir Henry could confess to an iu corrigible 
optimism as regards the possibility of India adapting lierseilf to a 
modem Central Bankiug System,” I cannot see bow the more 
enthusiastic and less experienced among us could resist the tempta- 
tion, Floreat, 
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Ever since ihe ])ul)licatioii of the Report of the Industrial 
Gotninission, there has heeii a growing demand in India for indus- 
trial banks on (Ternian and Japanese models but it is not realised 
that institutions doing industrial banking in these two countries 
are somewhat dih'erent in tlmir scope and functions. Are the 
present conditions in India really suitable for the establishment of 
special banks confining themselves exclusively to industrial finance 
or of institutions doing commercial as well as industrial banking? 
]3o we require industrial banks for large <»• small industries or 
for both classes of industries,' for long-term as well as short-term 
advances or only for the former? What, again, should be the form 
and constitution of these banks? All these details have not yet 
been threshed out. 

Industries in India may be divided into two broad classes : 
(a) cottage indusiries, and (b) organised industries. The former 
employ little fixed capital. Their financial requirements are most- 
ly for short terms and may be best met by co-operative banks but 
where such organisation is not possible, the Director of Industries 
should, as suggested in the Report of the Industrial Commission, 
grant small loans and supply tools and ]>lant8 on the hire-purchase 
system. These industries are so small as to lie outside the scope 
of commercial or industrial banks. 

We shall confine ourselves to organised industries. They 
need both short-term and long-term funds. The former are j'e- 
quired for meeting current expenses like the payment of wages 

^8 
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and the purchase of raw materials and the latter for more per- 
manent expenditure like the construction of factory and the pur- 
chase of machinery. 

How far is the need for short-term funds met at present by 
the existing banks? Some of the small industrialists complained 
before the Provincial Banking: Enquiry Committee in Bengal (and 
the complaint is l)y no means confined to the industrialists of the 
province) that the existing coimnercial hanks were unwilling to 
advance even short-term funds to them, either against block or 
against produce. 

The chief rt^ason why advance against bloik is refused is that 
su(*h assets are not Ii(|iiid. From the banker's point of view, even 
advance against ])roduce has its (iiflRculties. If the commodity 
against which advance is recjuired, has a Mmived market or the 
demand for it is seasonal in character or it is Imble to great fluc- 
tuatioir^ in pri(*es or to raj)id deterioration of quality, it will be 
difficult for banks to grant even short-term loans against such 
assets. Moreover, modern banking facilities can hardly be ex- 
pected without modern methods of buvsiness. Some of the pro- 
jjrietors or managers of small factories in India luive such an in- 
formal way of doing ])iisinesa that commercial banks naturally 
hesitate to make even short-term advances to such concerns. 

When these difficulties do not exist (and the starting of indus- 
trial banks would not remove them), the industries in India should 
not experience any difficulty in obtaining short-term funds against 
produce, from the existing banks. 8uch advances may be further 
facilitated by the establishment of licensed warehouses and the 
use of w^arehouvse receipts as securities for loans. Rome of the 
Indian industrialists however complain that they find it difficult 
to satisfy the Imperial Bank and other banks whose superior staff 
is mainly European, as to the soundness of their financial position. 
The real remedy for this is the Indianisation of the staff of the 
existing commercial banks or the starting of such banks by the 
Indians, 
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One well-known Indian econoniist has recently obseived that 
while there is no dittieiilty in obtaiiiiiify troin eonnnereial banks 
current finance for industries in times of prospeiity, c-oinplications 
arise during* periods of depression. On such occasions, the banks’ 
refusal to renew overdrafts may lead to the failure of industrial 
concerns. Tins argument was also advanced before the Indian 
Tariff Koard on Colton Textile^ Industry inquiry. Ibit this is only 
an argument for spreading risks with inv(vstments in different 
classes of securities. It is true that ihere may bo depression in a 
particular industry. IKit this need not lead io Ihe recall of all 
temporary loans by banks to such industry, for safeguarding their 
short-term liabilities. If the banks employ their resources in 
different directions, de])ression in one industry would not affect 
them so much that they would refuse all fresh loans io the indus- 
try. Kveii if ihe de])ression affecis all ihe leading industries, the 
only result will be a relative rise in the rate for temi)orary loans 
and a higher margin for advances. There will be the sain(3 resuli 
even if such loans are advanced by industrial banks. 

It a])pears that ihe difficulty of Indian industrialists as regards 
short-term finance is partly due io their inability to raise sufficient 
capital at the initial stage. Their scanty caj)ital is often invested 
in machinery and buildings, leaving little fluid capital available 
for current expenses. The real remedy for this is the increase of 
long-term capital to industries. 

This may be done in diff’erent ways. An organisation may be 
set up for the investigation of industrial proi)ositions and for the 
marketing of industrial securities, giving some sort of guarantee 
that the securities purchased by the public, would have a fair 
chance of ])aying a good dividend or an institution may be started 
for granting long-tenn advances to industrialists out of its own 
share capital or of any other kind of long-term fund raised by it, 
or both the methods may be co-mbined in the same institution. 

In T*h)gland, the first method has been followed in the past, 
though rather sparingly b\it the recent tendency ig towards greater 
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use being made of it. The relation of English commercial banks 
to industiy is even now confined to providing circulating capital, 
leaving to the investor the provision of fixed capital for industries. 
The rapid progress of iiritish industries in the past and large 
j)rofits available for reinvestment in industries made any special 
organisation dealing in industrial securities more or less unneces- 
sary. Ibit even in J^ngland, investment banks have arisen which 
take part in the niarkeiing of industrial securities. The great 
Issue Houses do some work of th’s kind, thoiigl: they are more 
interested in the issue of foreign loans. A- number of minor finan- 
cial houses in England deal also in indnsirial securities, botli home 
and foreign. 

In lec'eiit years even the Jinglisii commercial l)anks have* aban- 
don(‘d their old attitude of aloofness. Jn yovember, 1029, there 
was registered a subsidiary of the Bank of England called the 
Security's Management Tru ,t. In Ajml, 1930, u further step was 
taken. A new com])any culled the Bunkers’ Industrial Beveloj)- 
meut Company was registered, with its share capital subscribed 
by all important English banks and issuing houses and the Secu- 
j'ities Management Trust. The new company will not itself grant 
loans to industries but it will ctutify approved schemes of indus- 
trial leorgaiiisatiou so that the necessary capital Avill become 
available to industries through existing ehannels. 

In (jermany, on the other hand, there is no such segregation 
of commercial and investment ])aiiking. The great joint stock 
l>a.nks there {G rosshanleri) first arose as investment banks. They 
attracited very little deposits at the time. Thus in 1867, the work- 
ing fund of the then existing 14 joint stock banks in (jermany 
was 29() million marks, “ of which not less than 205 millions were 
represented by shareholders* money.” By the early ’nineties 
when after numerous bankruptcies among the private hanks, de- 
posits began to flow to joint stock banks in Oermany, they acquir- 
ed their distinctive features of mixed banking and became also 
banks of deposit. But right np to the Great War, the German 
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dwihi worki^d with u much hrger proportion ot mpital A»d[ remve^i 
to tkoir JmUlitim than is tie case today. Their long-term invest- 
iUt industries are now much smaller than in the past. They 
are developing along tie lines of English deposit l>anks but they 
still continue their issue business and active influence on industry. 

The mechanism of (ferman industiial banking is also peculiar. 
The majority of (German firms are financed, iio-t by a single bank 
but by banking syndic ate, consisting generally of one or more 
D-banks and a number of private or provincial banks. All issue 
l)usiness is (*arried out by the syndicaie and it also plays an im- 
portant imrt in credit business.” The chief members of the syn- 
dicate are rei)iesented on the lK)ard of directors of the industrial 
concerns. It is sim])lv a supervisory board without any executi\e 
functions. It may be noted here that (xrossbanken are intended 
tor the financing of large indust lies. They combine all kinds of 
financial business with the sole exception of mortgage credit tran- 
sactions.^ They have done little for the small manufa *rerB of 
Germany. 

It is not possilde to discuss in this short paper the role of 
banks in the industrial finance of difTereiit countries. In most of 
the continental countries, the joint stock banks still continue to 
be the middlemen between investors and industries, along with 
their functions as commercial banks. Even in the U.S.A., State 
Banks have during recent years tended to develop investment bank- 
ing while many trust comjmnies have developed commercial bank- 
ing functions along with those of investment banks. The Mc- 
Fadden Act of J927 has btoadened also the investment functions 
of the national banks of the TT.S.A. 

Though banks in India have practically the same features as 
the commercial banks in Kngland, tlie English method for long- 
term investment in industries is not possible in India at the present 

1 J^’ar this fapecial clasB ol buamettB, there are jomt-stock mortgage banka 
(Hypothekenbanken) m Germany which lend money on morigagea on real property^ 
chiefly urban lands and buildings. 
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time. Both the technique and the organisation for s4ch invest- 
meoat are practically absent in this country. Unlike England, in- 
dustrial debentures not carrying guarantee of interest by 
government or semi-government institutions, have not been suffi- 
ciently popularised in India. Agencies for the marketing of in- 
dustrial securities like the English issue houses and finance com- 
panies are allso wanting. Stock Exchanges in India are few in 
number and they confine iheir activities chiefiy to government 
and semi-government securitie.- and to a very limitetl number of 
industrial shares. Institutions like investment trusts to relieve 
the small investor of a part of his risks, are also absent. There is 
little likelihood that all ihese institutions for investment banking 
will develop in India in the near tutur . 

At present the work of marketing indu drial securities in India 
is carried on mainly by the company promoter in whose methods 
of buvsiness the public lia’^ e little confidence. Some of the suc- 
cessful firniB of managing a^,>eiitH in India ariange or themselves 
provide tlio finance required for the industries under their manage- 
ment. Thus Messrs. Martin & Co. are the financial agents of 
13 Indian tea guldens in Bengal. Advances are made by the firm 
out of their own funds against mortgage of gardens, buildings and 
machinery in the case of new concerns and against hypothecation 
of croj)s in established gardens. But the number of agency firms 
which finance industries, is very limited. The tendency of the 
majority of managing agency firms is to develop commerce rather 
than industry, Some of the firms of recent origin, do not also 
command sufficient credit to render any financial assistance to the 
industries under their management. 

Is the German method of long-term industrial finance suitable 
for India? Dr. Gilbert Slater in his note before the External 
Capital Committee suggested the development of Indian joint-stock 
banking by the adoption of methods similar to those employed in 
Germany by the D-Banks. But the methods of the D-banks can 
hardly be adapted to Indian conditions. The existing banks in 
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India are quite limited in number and there are few banks in 
the mofuflsil to form any syndicate with the banks at the chief 
ports. The tradition of active participation in industry and of 
the interlocking of directorates is also absent in the case of the 
existing banks in India. Even it were possible to convert these 
banks into Indian Grosshanken or to start new banks on these 
lines, they could meet the needs only of those large industries 
which haVe issued shares or debentures, by marketing these secu- 
rities. Hut the great bulk of organised industries in India is 
small in size and has attracted little share capital. Some of them 
are owned by private iiroprietors and have no share capital at all. 
The most suitable form of financial assistance to such concerns is 
long-term loans against the mortgage of fixed assets. In other 
words, the chief function of the industrial bank in India, in the 
present state of our industrial development, will be mortgage 
banking and not issue business. 

The best course for us will therefore be to start an institution, 
mainly on the lines of the Industrial Bank of Japan which com- 
bines some of the functions of German Grosshanken with those of 
industrial mortgage banks. The chief features of this bank are 
that it is a joint-stock concern with a fairly high paid-up capital 
.but it relies for its working funds mainly on the issue of deben- 
tures up to ten times its paid-up capital. With a view to attract 
small investors, the minimum denomination of debentures has been 
fixed only at 20 yen. The bank is allowed to carry on commercial 
banking. It receives deposits and discounts bills of exchange. 
But its chief business consists of loans on mortgage. It grants 
call loans or loans for a fixed term on the security of sites and 
buildings belonging to factories, the maximum period for the loan 
being five years, except in cases of special necessity. It sponsors 
and underwrites new issues of industrial shares as well as public 
loans. It received from the Government the guarantee of a divi- 
dend of 5 per cent during the first five years of its work but it is 
still under the supervision of the Minister of Finance. The 
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Goyernment has on more than one occasion come to its special 
aid. Thus, in 1913, the bank incurred heavy losses owing to the 
depreciation of securities owned by it rmd to outstanding loans to 
some gold mines. Tht* Government came to its assistance by 
means of a loan of £1,350,000 at a cheap rate arranged through 
the Bank of Japan and the Yokohama Specie Bank. The Presi- 
dent and Vice-President of the Industrial Bank are nominated by 
the Government from among shareholders possessing at least 200 
shares. 

The Indian institution should be a joint stock company with 
share capital but the bulk of its working funds should be provided 
for by the issue of debentures, as in Japau. It should have a 
number of branches in diflPereni: irdus^rial centres with its head 
office located either in Bombay or in Calcu^^ta. Tt should not con- 
fine its activity within a single province huv should be an all- 
India organisation, mainly with a view to wider distribution of 
risks and to provide a cenWl agency for the issue of its own 
debentures and of industrial securities sponsored by it. It may 
be noted here that the Industrial Bank of Japan with its head 
office at Tokyo, has branches at Osaka, Kobe and Nagoya in 
Japan and at Peking in China. Tt has also correspondents in 
important places throughout Japan, including Korea and Formosa, 
and has established connections with banks operating in China, 
England, France and America.” 

The industrial bank in India should be allowed to carry on 
all the chief items of business at present carried on by the Japanese 
institution. But some writers in India object to industrial and 
commerciail banking being carried on by the same institution. The 
success of the German Grosshanken and of the Industrial Bank 
of Japan however shows that there is no danger in such mixed 
banking if short-term funds are not used to finance long-term in- 
vestments. On the other hand, if commercial and industrial bank- 
ing are carried on in two separate departments of the same bank, 
there will be some positive advantages, firstly there will be wider 
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distribution of risks and secondly, a reduction in the cost of manage- 
ment. Regarding the issue business, the industrial bank in India 
should not sponsor or underwrite all industrial issues but only the 
shares of those concerns which have a reasonable chance of suc- 
cess. They must have natural advantages, command expert man- 
agement and follow up-to-date methods of work. It may be noted 
here that German banks confine their underwriting and issue busi- 
ness only to first class securities. Following the examples of 
German Grdsshanixen and of the Industrial Bank of Japan, the 
Indian bank may also tap foreign capital markets with a view to 
finance Indian industries, though the immediate prospect of 
attracting capital from abroad does not appear to be bright. 

Would the bank be able to raise sufficient capital in India 
without state aid ? The Madras Banking Enquiry Committee write 
that if the public is unwilling to subscTibe to the share capital 
of companies direct, there does not seem any great reason to hope 
that they will subscribe much to the capital of banks which will 
lend to those industrial concerns.*^ If this is true, the industrial 
bank will not be able to function unless it is financed by the 
State. But the argument is not free from defects. All the Indian 
industries suffering from lack of capital are not financially un- 
sound. The difficulty of raising capital in the case of some of 
them is mainly duo to their inability to reach a wider class of 
investors through an expert organisation. The industrial bank 
would not incur any great risk in lending to such concerns. 
Again, an all-India organisation like the proposed bank will be 
able to distribute risks of investment on a much wider basis than 
is possible for a single undertaking. Investors who may hesitate 
to purchase the shares of an industrial concern, may be quite 
willing to buy the shares of the proposed bank. The guarantee 
of a minimum dividend on the shares of the bank, even for a 
limited period, is therefore unnecessary. On the other hand, such 
a guarantee may lead to undesirable results. The shareholders, 
through their Directors, might make reckless investments if they 
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were assured a guaranteed rate of interest. But the case of de- 
benture-holders is quite different. They are cautious investors, 
expecting a steady yield on tlieir bonds A sinking fund should 
be set up for the redemption of the debentures and it should be 
freely utilised in order that they may maintain a stable value. On 
the managing board of tlie bank, there should be a few trustees 
elected by the debenture-holders to safeguard their interests. 
State guarantee of a minimum rate of dividend for a limited period, 
a]>pcar8 also to be necessary in the ease of d hentures 

The question of State asslstni.ee naturally brings in the ques- 
tion of State control. So long as the State accepts rosnrnsibility 
for a minimum dividend on the bonds, it should nave some of its 
nomineevS (they need not necossoriiy be government servants) asso- 
ciated with the management of the bank. 

What should ho the extent of financial esfistanoe to be ren- 
dered by the bank to Indian industries? It will supply their 
financial requiromfuits both for short and long periods, though 
with regard to fho former, it will only supplement what is already 
being jirovided for by the existing ccmmercial banks. With re- 
gard to long-term loans, it should be noted that depreciation is 
a more important factor in the case of machinery and factory 
buildings than in the case of agricultural land. Long-term indus- 
trial loans should not generally be given for a longer period than 
five years, though in agriculture such loans are granted even for 
fifty years. It cannot he too often emphasised that the industrial 
bank cannot find money permanently for capital expenditure in 
industries. Its main function, in whatever form it is exercised, 
is to act as an intermediary between the permanent investor and 
industry, supplying not only sKort-temv deficiencies of capital but 

also those extending over a period of time. 

Lastly, it may be noted that financial difficiUty is not always 
the only or the m.in aifBcolty of Indian indnaltiea. The lack of 
Snanee'in not a faw caaea, i. the direct r»nlt of defidcQ- m 
bnainca experience, rrant of technical knowledge and amnlar 
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causes. In such cases, the provision of finance will merely add 
to the losses unless the industrial concerns are efficiently organis- 
ed and managed. But the help rendered by the industrial bank 
must necessarily be connected with finance. It can hardly be 
expected to give technical assistance nor can it imdertake the task 
of industrial reorganisation and management. Those who regard 
the industrial bank as a panacea of all our industrial difficulties, 
should bear in mind the following remarks of Biesser, the great 
champion of 'German Gr^osshanl'eri. : 

It was not the banks that brought about the industrializa- 
tion of Germany but certain elementary economic causes working 
with irresistible force.’* 
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In the course of his address before the Annual Meeting of 
the Midland Hank, in January, 19e3C, Mr. Reginald McKenna gave 
the following description of English banking a^ the time of the 
passing of the Bank Charter Act of 1844. A list of banks then 
operating in England and Wa^s contained well over 400 separate 
institutions, with only about GOO branches. As three-quarters of 
these Were private banks, no statistics al)out them are available. 
Even with regard to joint stock banks, only meagre details may 
be obtained. Mr. McKenna has however examined the available 
records of the institutions absorlied by his own bank, and has 
pointed out that leaving out the London Joint Stock Bank, which 
was a metropolitan institution, the largest paid-up capital was 
£200,000, while the highest individual total of deposits was 
£750,000. As the companies absorbed by the Midland Bank form 
a fair sample of the whole list of banks in operation at the time, 
it is easy to see that banks were then both small and strictly loca- 
lised. The result of this weak organisation is apparent from the 
I heavy list of bank failures. Sir Robert Peel reported to the House 
I of Commons in 1844 that as many as 82 private banks had failed 
lin the five years to 1843, that 4G of these had paid no dividend 
bt all to their creditors, and that only 5 had paid a dividend of 
baore than ten shillings in the pound. 

M'ofussil banking in Bengal today is comparable to English 
ianking about 1844. There are about a thousand small joint-stock 
pmks in Bengal, often called loan oflices, practically without 

m 
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any branches. Their paid-up capitals are meagre in the extreme, 
although a few well-established (!oncerns have attracted substan- 
tial deposits. Hut failures are surj)risingly few. Wherein lies 
the strength of these small, scattered and incohesive institutions? 
What are the dangers lying ahead? How can they be guarded 
against? These questions should engage the serious attention of 
all, who are interested in the economic development of Bengal. ^ 
The early history of these institutions is lost in obscurity. 
Kecently', some light has been thrown on the subject by Ur. J. C. 
Sinha^s paper on “ liUnd Mortgage Banking ” published in the 
Bankers’ Magazine lor February, 11)29. There is an interesting 
d( \scription of one of the (‘arli(‘si companies, viz., the Jessore* I^an 
Co., established in 18T(), Avhich is iypi(*al of ihe rest. The articles 
of association are very inteiesting. A few clauses are rei)roduced 
below : 

“ For the examination of tlie accounts and ])reparation of the 
balance-sheet, the Secretary and the Managing Director may stop 
the business of the Company ior ten days before the appointed 
general meeting 

A llemark Begister shall b(‘ kept at the registered office 
of the Company in which shareliolders and directors are to note 
their suggestions about the working of the Company and the 
Managing Director and tiu* Secretary write their remark. The 
K('gister shall be produced at every meeting of the directors and 
the shareholders 

‘‘ A fee ranging from 2 annas to lls. 5 is prescribed for writ- 
ing out loan pai)er8 and sajq)lying copies 

“ Interest shall be ])aid at 8 annas per mensem^ on fixed de- 
posits repayable at one year’s notice and at 5 annas on short de^ 
posits repayable at seven days’ notice. Such interest shall be paid 
every four months, viz., in August, December, and April. No 

1 This works out to 6 per cent per annum and was reduced to 6J per cent 
by the general meeting held on February 21, 1904- 



BENGAL LOAN OFFICES l^ol 

interest shall he paid for seven days on each occasion, which will 

he required for the calculation of the interest due 

The following* regulations are prescribed for the issue of 

loans : 


A|<aiT)Hfc 

Up to an amount 
not oxceeding 
tb'* following 
percc*atage of 
tho -'ilu#* of Uie 
Bocurity 

t 

^ato of interest 
per cent per 
mensem 

Cold, Silver and Jewellery ... | 

2') .0 

10 to 12 annas 

Deposits with the company 

85 


Shares of the company 

90 

>> 

CTOveriiment promissory notes 

80 


Rca^ property (value at not 
more than 15 times the 
annual yield) 

50 

10 annas to 1 rupee 

Personal security 

... 

12 annas to 1 rupee” 


It is surpiisiug that the C’Oni])auy held out that \i was pre- 
l)aied to grant loajis against time dei)osits, thus KHlucing* iheni 
virtually to the status of demand deposits. It is still more curi- 
ous that the Company's own shares w<u‘e regarded as a better 
security than even Ooveinment i>aper. ITnfortunately such anti- 
(piated banking' ])iactices continue even today. Book-keeping* and 
audit are still unsatisfactory. Sufficient care is not taken to build 
U]) a substantial reserve fund. Adeijuate liquid resources are not 
maintained. At the ])resent time some of the small loan offices 
in the mofussil aie so hard juessed for money that quite high 
interests are being offered foj' short-term deposits. 

Against these and other defects must be mentioned a jiecu- 
liarly gratifying feature, viz., e(*onomy of management. Expenses 
are incredibly low even for big offices. Land mortgage loans form 

F. 8 
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the bulk of the business, but not much expense is necessary foi* 
ascertaining the value oi the properties and verifying the rights 
ui the owners, as the directors are generally lawyers having an 
intimate and detailed knowledge about the borrowers, who are 
mostly their clients. Thes(j directors are men of considerable local 
iafluenct^ and eoiiimand the confidence of local depositors, special- 
ly in the case of old well-established concerns. Thus Bengal 
Loan Offices may be compared to English private banks before 
the Bank Charter Act, both as regards weakness and strength. 
ITobably the eleimmts of strength are greater than the elements 
of weakness in Ihe case of loan offices. Eor one thing, they have 
no note-issue like English private banks. But their time-deposits 
are in many cases demand deposits and tJieir funds are locked up 
iu laud mortgages, — often in land itself acquired from the mort- 
gagor in satisfaction of loans, but not disposed of. 

Is or can a. bank in tcunporary difficulty obtain assistance from 
a neighbouring institution to tide over a ciisis. There is too much 
of rivalry and jealousy. Cases are known where the same borrow- 
er lias been successful in getting loans from three separate offices 
against personal security, his properly justifying only one such 
loaj]. In some areas, where there havt* been set up more loan 
olfiees than are necessary, following the establishment of some 
successful big offices, theje is an actual touting for dejjosits. 
These evils have been pointed out by the Bengal Bankers’ Eede- 
ration, the Association for Bengal loan offices, but the remedy 
suggested has not yet been adopted. The plan put forward is to 
set up a Cential Bank, called the Bengal Federal Bank, partly 
with the helj) of ])ref(»rence shares and partly with the help of 
ordinary shares, the laftcu* to be contributed by the loan offices 
alone. Only a small pioportion of the ordinary share capital is to 
be called up, the reserve lia])ility proving an invaluable asset of 
the Federal Bank. Against this ample security it will be possible 
to float preference shares at a moderate late of interest. The 
money thus obtained is to be lent to the loan offices to finance 
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their lock-iip advances. At the same time, a determined attempt 
is to be made by them to open up avenues of short-term business 
by enlisting the sympathy of local traders and merchants, — ^the 
Arntdars (warehouse-keepers) and Beparis (wholesalers) and 
others, inducing them to employ modern commercial pra(‘tices and 
instrumenis and otfering better terms than indigenous bankers, 
on whom mostly they have to depend at present as a consequence 
of their informal and anti(|uated bu^’iness methods. There is a 
sufficient scojie for the ernploymoni, of '’esouives of all the Bengal 
Loan Offices in the orderly marketing of ihe two chief crops of 
Bengal, rice and jute, and the financing of the trade in cotton 
l)iecego()ds and similar aviicles consirioed in the mofussil. If the 
loan offices thus ])lay their part in the movement cf crop, to the 
port and of mannfacinred commodities fion. the port, a strong 
nexus will bo set up between Oalcutfa and mofussil. The present 
anomal / of tight mom^y in Oalcutta and easy money up-country 
and rfre rer,w will be abolisiied. 

Fiifortunately, however, the loan offices do not seem to rea- 
lise the supreme iinporfanee of establishing a central institution, 
which will bring about greater cohesion among all and impart 
strength to the whole sysiom. It is commonly supposed that if a 
bank maintains a sufficienfly high proporfion of cash to liability, 
it may regard itself as perfectly safe. But it should ho remember- 
ed that during the critical days of July — ^Augiist, 1914, English 
banks did not augment the cash on hand by drawing upon the Bank 
of England ; on the contrary, they increased their balances with 
the bank — a fact evident from the considerable addition to the 
volume of Other Deposits ’’ in the balance-sheet of the Bank of 
England at the time. Whaf they did was to pxit the market in- 
to the Bank,’’ that is to say, they realised their money at call 
and short notice and allowed short bills of a few days’ currency to 
run off,” compelling the parties so long financed hy them to 
get accommodation from the Bank of England. It is clear, there- 
fore, that with a strong central bank in operation, even an atoute 
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crisis does not require any increased cash resources on the part of 
individual banks, which are able io pass practically the entire 
burden on to the central bank. 

It is equally clear that the veneration paid to the cash position 
by the bankin^]^ laws of many foreign countries is largely undeserv- 
ed. This, however, is not recognised in Bengal. Many wiinesses 
before the Banking Committee have proposed a statuiory cash 
percentage. Similarly, there seems to be a disposition to over- 
estimate ihe importance of reserve funds. It is overlooked that 
the ample reserve fund of the Alliance Bank of Simla, exceeding 
the paid-up capital hy as much as fifty per cent, could not avert 
its failure. Nor can it be said that the deposits were out of alt 
proportion to the ])aid-up capital plus the resene fund. For, be- 
fore the War and prior to the series of advances to Messrs. Boulton 
Bros., which ])roved ultimat(dy unrealisable, tliis ])ro])ortion was 
about 12 and therefore well within the limit of U) to 15 found 
in the case of English hanks. The fact is that well-estahlislied 
banks rely more on hidden reserves than on published reserve fluids, 
any diminution in which will lie naturally interjireted as an extra- 
ordinary loss. Thus investments and hank iireaiises are sliown at 
below market values on the assets side and more than enough 
provision for doubtful debts and contingiuit liabilities is made in 
the item ‘‘ Other Accounts on the liabilities side. 

In fact, it is not so much in legislative regulation as in effi- 
ciency, integrity and economy in management that depositoi’s must 
look for their real safety. For ensuring this, some have suggest- 
ed that depositors should elect a f('w directors in ordiu* to protect 
their interests. This is contrary to all hanking ])rac*tice. The 
analogy of the Imperial Bank of India having directors appointed 
by Government to safeguard substantial Gove rum ont deposits can- 
not hold good, for a central bank, even of a somewhat halting 
nature, like the Imperial Bank must he carefully distinguished 
from an ordinary profit-making institution, whose chief aim is the 
payment of the highest dividends compatible with safety. With 
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directors elected partly by sliareliolders and partly by de])Ositors, 
there will be divided responsibility and all the evils of dyarchy 
muvst ensne. 

Can notliino* ihen be done to che(tk the present admitted evils? 
Then'e are two ])ossiblo lines of reform . One is thai the <><)()d old 
doctrine of cnrvnt cmpfor should have full play. A (h'posiior, 
who for the sake <jf a. lii^ilnu* raft of inierest, ( hooses a bank, 
which he knows to lu* in a ])recarious ])osition, cannot and should 
not be protected. Ilut for nchi(w^‘nft‘ this pur]'os^\ the true posi- 
tion of banks should b(' made known as far as possible. The 
balance-sheet a^ j)resent pres( iib(*d is not sufficiently detailed. 
The securities aj^ainst loans should be cla.^Miied as also tlu* invest- 
numts, showing- Avhat ]m)|>ortion of tiie funds is locki'd ii]) in 
zawhuhanf and other l)usiness(‘s nndertak* " 1>> sotne loan oflices 
following* the practice of indi^^-cuior.s hankms. The r(‘serve fund 
should not he unduly infl.ded, as at ])rtvsoiit, by iiieludiiif;*’ such 
items as dej)reeiatioTi on invv^stmeiits and ])T'ovision foi' bad and 
doubtful debts. If these details are re(iuir(‘d by law, an auditor 
cannot ^>iye any otTem-e to diredors by appearing* to b(‘ too in- 
quisitive. At ])resent he eannot diseharo’c Ills functions in the 
same manner with ad('([uat(* independence for he may not like to 
rnn the risk of not beinp- re-apjiointed. Wlien lie feels that he 
must jioint out the defects to the shareholders, th(' situation may 
he irretrievably bad. 

Anotber line of reform lies in centralisation. If the time is 
not yet ripe for the Thmoal Federal Bank, amal<j;amai ion, or fail- 
ing* that, co-ordination of the activities of neighbouring* hanks 
shoTild be carried out at tbe earliest op])ortunity. Tlu* strength 
of the whole hanking* chain eannot bo o-rcater than that of each 
individual link. Thus when a new hank, jiossibly small and in- 
efficient, fails, there is bound to be some loss of eontideTU*e anion u* 
depositors even of well-established concerns. For it should not he 
overlooked that depositors now are not all local and the directors 
cannot rely on their personal influence in the same way as before, 
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If Bengal loan offices do not take the initiative in amalgamating, 
they should be made to do so, either by prescribing a minimum 
paid-up capital or in other ways. This may involve some tempo- 
rary hardships, but if a comparison is made between the English 
banking system today with the same system before the amalgamar 
tions, no sacrifice can be regarded as ioo great. 
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HUMMAlix 

The gieate,si baiikiiift* jiroblom is the .iniiuifacture of credit 
oil a lai'^e scale and its uiaintenance at Ihe- optiiuun) level. For 
this, the^ proper organisation of tln^ nioney-niarket is essential and 
it caniHjl be done unless money gets its proper place in a civilised 
(community. 

Banks in India should finance intelh'ct and also the agricul- 
turists. The foriner should be done on Ihe Ameiican model and 
the latter on tlie model of the Plunkett Association in tlie Irish 
Free State. 

The monetary ])rob]emH that the agricullurists have to face 
in this eonniry are (a) Ancestral debts; (b) Current debts; (c) Fx- 
actions of the authorities; and (d) Kxpendiiure on Conventional 
Necessaries. 

Land Kedemiition Banks in conjunction with Land Alienation 
A(*.t can eradicate (a) ; Co-operative Societies can tackle (b) ; in- 
troduction of coini)u]sory Primary Education can arrest the growth 
of (c) ; and the realisation of the fac t that for some time to come 
allowance should he made for the inherent weakness in man will 
solve (d). 

As regards the problems affecting the middle class, j)articular- 
ly of those who are in business, steps should be taken fo provide 
credit to them and to so manipulate the tariff in this country that 
they succeed in “ eating up the foreigners/’ What this class 
needs imperatively is the type of hanks wliidi will make credit 
for them against landed property. 

807 
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The llundees serve the purpose satisfactorily. What is neces- 
sary is to bring* Darahaiii and AJiti Uundecs in line with the Bills 
oi Eixchange. Hero a cliange in law is suggested. 


The most impojtaiit fuiieiion oi banks is lo Jiianiifacture Credit 
on a la]gc scale aJJd to maintain the same at the o]>timum level. 
Luckily this luobhuii is absent among the animals and is Tisible 
in a very iiegligihlo lorm among the barbarians. In fact credit 
and (ivilisalion go hand in hand because without tJie rapid inulti- 
pli('atioii of Credit, civilisation cannot exist. So we gain notliing 
by making a comparativt* study of life in the lower planes. Lor 
our iuirpose, a com]>araiivt* study of the so-called advanc(‘d countiies 
will be j)r()iitablt‘. 

The Quasi-Advanced Countries. 

Civilisation presupposes leisure and leisure f^resupposes a cer- 
tain fund (which W(‘ Jiiight term the litvserve of the Nation) which 
can be mampulated and drawn upon in order to subsidise Intellect 
in a higher plane. 

What ditl'erentiates life in an advanced country from Life in 
a backward country is its (()mj)le\ity and higlie?* ]>j‘essur('. To 
simpliiy life and lower the j)ressure, moiu\y iji its widest sense is 
essential. That is why mout'y has been termed tln^ lubiicant 
wliic'li keeps the w lands oi Civilisation rotating at a tremendous 
pace wifhout nni(di friction. 

How Money Simfsiifies Life. 

biVery thing has a cash valm^ is a saying which is partially 
correct. But it must b(* borne in mind that the degree of correct- 
ness in the above is mucli gieater than the degree of incorrect- 
ness. The highly (dvilisinl countries an* diifting more and more 
towardvH the Cash Nexus. Lven ethical values are being expressed 
in terms of money. So the i>ossession of one measure of all values — 
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the Almiglity Dollar — obviously simplifies life to an extent un- 
perceivable to the animals and the peoples in the jungle. 

How Money Reduces Pressure. 

Nine-tenths of the worries in civilised world today are directly 
or indirectly traceable to money. Had it not been for the excellent 
organisation of the money-market outside the Dark continents — 
Asia and Africa — the modern civilisation >/ould have collapsed 
long ago. Unless your money market is organised to its fullest 
capacity, you cannot sail in the same boat in which the other 
civilised countries are sailing. CiviJised countries form a sort of 
federation. They sink or swim together. 

The Positicn of India. 

India had a civilisation of her own quite distinct from the 
civilisation of others. She evolved a very high type of civilisation 
which was quite distinct from the present-day Europeaii-eum-Ame- 
rican civilisation. Money was given its proper place. It was 
never perniitted to dominate man or to dethrone God. (I am not 
talking of the hotch-potch civilisation of today, but of the civili- 
sation that flourished in the Vedic and the Epic periods.) Even 
today money is not such a soul-racking problem in the pover- 
ty-stricken India as it is in the highly rich countries of the West. 

We have switched ourselves to the Occidental Civilisation 
without organising our mone^^-market as the Western countries 
have done. Therefore the first problem for India is to Re^value 
the Value of Money, Money must be made to dominate man and 
to dethrone God. Unless we can do it, we shall be no match to 
the highly aggressive rich of the West who jnn their faith more 
on their cheque-books than on their religious doctrines. 

It is no use harping on the persistent chronic poverty (poverty 
raised to the n^^ degree) of this countiy. We shall study the 
conditions aitd suggest measures for improving them. 

P. 9 
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From the standpoint of banks two conditions are responsible 
for the growing poverty of this country. Banks neither finance 
intellect nor they finance the agriculturists. The Middle class 
which is an amalgam of the Intellect class and the Agriculturist 
class naturally finds itself between the Devil and the Deep Sea. 
Everywhere the Middle class is the main prop of the nation. Here 
in India it is a broken reed floundering in the deep sea. 

In order to have a correct view of the problems as they exist 
in this country, we should study them from the point of the In- 
tellect class and the Bottom class and leave out of consideration 
the Hyphen class (the middle class). Because the moment you 
improve the Intellect class and the Bottom class you automatically 
improve the status of the Hyphen class because it is this class 
which will reap the maximum advantage from any improvement 
in the other two classes. Unfortunately the Banking Enquiry 
Committee has studied the problems of the Hyj^hen class and the 
Botiom class from a visionary angle. They have completely left 
out of account the financing of the Intellect class which I consider 
the most important. I must confess heie that I am discussing 
the Banking Imquiry Committee from the questionnaire they sub- 
mitted to the public. I have no hesitation in declaring that the 
long list of questions is too wooden, too iron, and too tuiti-dilu- 
vian ’’ and the public money and time ought not to have been 
wast(*d in devising w^ays and means with which a beginner in 
economics is so fully conversant. For example, the great mistake 
of the Banking Enquiry Committee is its faith in legislation. It 
is bad because Law like a Police Constable can keep watch. tt 
cannot create anything. In popular slang, Law cannot deliver 
goods. How can it remedy the following: (a) the Ganth Kholai 
(charge for opening the purse); (b) the convention which forces 
the debtor to give something in kind like ghee, curd, vegetables, 
personal service, etc,, while paying interest to the creditor? 

No Law can put an end to the above practices. In one form 
or another they would be exacted. What is necessary and what 



. CREDIT AND BANKING PROBLEMS IN INDIA 


311 


the Oommittee ought to have stressed is the real change of 
heart. Unfortunately this line of action has been left out of 
consideration. 

The Oommittee shov.ld have placed proper emphasis on the 
function of Banks to finance the Intellect class. 

Financing the Intellect Class. 

In the U.S.A. there are certain financial agencies which sub- 
sidise Brain. A man who has taken his Icga’, medical or any other 
degree and has shown very good results can easily secure finan- 
cial help provided he belongs to the go-getter ” typ^\ If his 
character ivS good and he is wcll-spousoied bv any res})ectat)le man 
who takes no financial res]jans’bility, money will be advanced to 
him or jiractice will be bought for him. He will be established in 
his line and, if he makes gMod, he shall liqurbite the help in easy 
installments. In case he fails, the agency may put tip with the 
loss or make him lake out a Policy against the risk of failure 
prior to rendering him any financial aid. 

(The ])oint here to emphasise i^ the desirability of co-ordi- 
nating the activities of the Insurance and the Banking Comiianies. 
This productive field has been permitted to lie fallow in India.) 

If the candidate is a technical man, capital easily flows in 
and he sets up a business and thus ultimately makes good. 

In short, attempts are made to develop and mobilise Intellect. 
In India, Intellect is developed and then is gracefully allowed to 
rot. 

No attempt is made to utilise Brain for the betterment of the 
nation. The Government and the people are both responsible for 
this sad loss of highly trained intellect. It is so very sad to see a 
first class first M.A. (Math, or Arts) or M.Sc. (Science) or a highly 
trained specialist applying for a job of Es. 40 as a clerk in the 
Post Ofiice. 

The function of the nation is not over after the Intellect is 
trained. The nation must provide agencies for the proper utili- 
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sation of Brain else it will deteriorate culturally. Truly it is 
said that Civilisation is a function of life and for life. 

Banks in conjunction with Insurance companies should take 
up this essential business. Unless it is done the fate of the nation 
is sealed. 

Financing the Bottom Glass. 

The Bottom class is essentially formed of people who eke out 
their livelihood out of land. This class is perennially in debt and 
the causes responsible for this unfortunate state of affairs are; 
(1) uneconomic holdings due to fragmentation of land; (2) low- 
earning capacity ; and (8) shoitage of funds due to (a) Ancestral 
debts; (b) Current debts; (c) Exactions of the- authorities; and 
(d) Expenditure on Conventional Necessaries. The Banking En- 
quiry Committee has tackled this complex problem from 90® angle — 
I would not call it a right angle. I call it a 90® angle because 
they have rightly focussed their attention on the financial handi- 
cap of the Bottom class which is the crux of the agricultural 
problem. One might terra it'the base of the (Agricultural) Credit 
Pyramid. 

The problem of uneconomic holdings can be solved by a change 
in the laws of succession and by passing a Land Alienation Act; 
earning capacity can be increased by rigorously enforcing com- 
pulsory Primary Education ; and the question of agricultural in- 
debtedness should be tackled from the following standpoints : 

(a) For liquidating ancestral debts. — Land Redemption Banks 
(Mortgage is not a happy word as it carries unfortunate associa- 
tions with it) should he established. In theory, all land in India 
belongs to the State, a happy legacy of Pax Mogolia. Therefore, 
the State runs no risk in floating periodic loans with a view to 
redeem old debts. 

If the loan is placed in New York, the Government can easily 
raise the money at 5 per cent per annum. Money for redeeming, 
land should not be given at a higher rate than 8 per cent. Those 
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who redeem their debts, and they would be many, will save a 
large part of interest. They shall have to give up their right 
of raising money on land in the future. Thus by a stroke of the 
pen the Government will di stro^ the Moloch which devours the agri- 
culturists in this country. (I have suggested above the floating of 
the loan but as a last recourse. The Government, if it likes, can 
make provision in their budget not by levying any neW tax but 
by Rational Retrenchment, not of course on Inchcapian principles.) 

(b) Current Debts. — A farmer is iorct'd lo borrow money for 
raising the crop and keeping himself alive till the crop is turned 
inio money. This part of the businesci can be easily +a kled by 
Co-operative Societies. With va.ryinf; success they do it but they 
have not been very auocevssfiil. The defects m the constitution and 
the working of the societies are very serious and unless they are 
removed and brought in line with the famous Idunkett Organisa- 
tion in the Irish Free State they cannot do much good. 

The defects in the constitution of the Soc/’etios are : — 

(1) Their i op-heavy expenditure in maintaining a Registrar 
(I.O.S. man generally and thus obvio .sly out of touch with the 
soul-racking jiroblems of the agriculturists) ; and (2) the subordi- 
nate staff which is generally inefficient and ill-paid. Naturally so 
many cases of embezzlement and fraud. 

The defects in the working of the vSocieties are : — 

(1) Their faith in Red-tapism thus leading to specialisation in 
passing the buck to and fro ’’ to quote Mr. Henry Ford; and 
(2) rigid movement of the Government machinery which grinds 
slow but sure. 

Co-operative Societies should be worked on the lines of least 
interference from the Government. In connection with the cur- 
rent debts, T would also make two impo-rtant suggestions : (i) es- 
tablishment of central granaries, and (ii) improvement in market- 
ing facilities. 

Expenditure on Conventional Necessaries does take away a 
large part from the meagre income of these people. This is due 
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to faith in ritualism. This should be discouraged by giving them 
Light but till it is completely destroyed a lecognition of this fact 
will remove much of the friction which exists between the socie- 
ties and the villagers. (I believe that much of the success of the 
village imiluijan is due to the recognitioii of this fact. In order 
to oust him or to absorb hiju, the societies will do well if they fall 
in lino with him for the time being.) 

The above suggestions if given eftect to will materially im- 
l)rove the financial status of both the Intellect class and the 
Bottom class and naturally the Hyphen class which draws from 
both will gain immensely. 

The middle class is either engaged in service or business or in 
professions. Those who eke out their livelihood out of business 
come within the purview of this article. 

The vital food for the growth of business is Credit and as has 
been said above the main business of manufacturing credit on a 
large scale is the function ot the Banks. 

In fact the two important ideas underlying the development 
of industries are: (1) the ])roper availahility of credit, and 
(2) the scientific manipulation of tariif. The latter is the domain 
ot the (iovernment. Given the above two conditions even the 
Sahara will bloom out as an imixrrtant industrial zone. 

India has no control over her own tariff and her indigenous 
banks only help in financing the intenial trade. Machinery for 
financing international trade is extremely defective. Thus she is 
at the mercy of foreign l)aiiks which primarily work for the bene- 
fit of the group which dominates them. Even the purely Indian 
concern, the Imperial Bank of India, Ltd., has shown itself in- 
different to Indian interests. What wonder then that India lags 
behind? Therefore the prime necessity for the development of 
industries in India is the founding of Industrial Ibinks which will 
finance right projects and of Banks which will manufacture Credit 
against immoveable property. 

It is wnfortunate that Banks in India though willing to manu- 
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facture Credit against gilt-edged securities are averse to doing so 
against landed property — houses and villages. It is a known fact 
that Indians whenever they have sui’plus cash prefer investing it 
in landed property and not in shares. In times of nued it is easy 
to raise money on shares and well-nigh im})ossible to raise the 
same on land though in most cases the security offered by tlie 
latter is much greater and much securer than the former. 

The only way to raise money on imnioveable property is to go 
to a mahajan who charges exorbitant rates as he makes no difference 
be Ween productive and unproductive loans. For the proper deve- 
lopment of Credit need for a tyj'o of banks which handle immove- 
able proi)erty is very great. 

What the Covernnient must do. 

The Goveniment must bring into exibtence a Central State 
Bank and make this bank keep 0. deposit of fifty lakhs by way of 
a Reserve Fund with the Industrial Bank. This will considerably 
tone up tlie credit of the Industrial Bank. People then, will not 
doubt the stability of the bank. Why I suggest the creation of a 
State ]iank is the umlesirability of any private bank like the Im- 
perial Bank getting an upxier hand in the inodtm operands of the 
Industrial Bank. If the Government asks the lmi)erial Bank to 
keep fifty lakhs with the Industrial Bank, then the whole machi- 
nery of the Industrial Bank will be set in motion to benefit the 
Imperial Bank and may be to throttle tlie Indian industries yet 
iu the embryo. If the Government becomes a direct investor, 
then as already suggested it would neither be to the advantage 
of the Government nor to the Bank. 

The Government further must create an ‘‘ All-India Indus- 
trial Board. A separate Industrial Board like the Tariff* Board 
consisting of industrial experts must be founded by the Govern- 
ment. The function of the Board will be to examine on payment 
any new scheme submitted to it for o])inion. The Board will go 
through the scheme carefully and submit its report. 
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The Constitution of the Industrial Bank — If the scheme to 
have one Industrial Bank for India with its ramifications spread 
throughout the country is adopted, then it will be desirable to form 
an executive board of the Bank — call it the Board of Directors — 
consisting of : 

(1) One representative from each Province; 

(2) One representative from various Chambers of Com- 

merce; and 

(3) The Hon’ble the Member for Indusiries to the Govern- 

ment of India. 

The inviolable principle of this Board ought to bo to main- 
tain the ratio of representation between Indians and non-Indians 
which should be fixed at 2 to 1. 

The Board constituted as above will inspire confidence and the 
result will be that money will fiow in. There is no dearth in India 
of a Tata, a Mukerjee, a Ganga Ram, a Harkishan Lall, a Chetty, 
a Srivastava or an Allan; and therefore the possibility of forming 
a Board like ihe above is not a remote possibility. 

The ratio of 2 to 1 is aft absolute necessity. Indians must 
have a dominating voice on the Board. It is their money, their 
products, and their country that the Bank is after. 8o the Bank 
must be subject to the will of the people. So far Banks have ex- 
})loited the indigenous resources to the advantage of the non-In- 
dians and even the recently constructed Imi)erial Bank has not 
taken any initiative io develop the wonderful resources of the 
country. 

• A word about the fiist Industrial Bank started in India, name- 
ly the Tata Industrial Bank. The Tata Bank was handicapped by 
(1) lack of Industrial Board; (2) the Bank did more of ordinary 
banking business. Neither it did nor it could encourage the gTowth 
of new industrial plants; and (3) the Bank was one man’s show. So 
it naturally offered more facilities for certain particular businesses 
and thus succeeded in creating dissensions in the minds of other 
captains of industries. 
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So the scheme suggested above, viz., the formation of an In- 
dustrial Board, the Gfovernment deposit of fifty lakhs with the 
Bank, the formation of the Directors’ Board and the maintenance 
of Indian strength to noi. -Indian strength at the ratio of 2 to 1 
will bring into existence a mighty Industrial Bank which will by 
stemming the tide of growing poverty make the rivers of honey 
and milk ” flow again in this country. 

Finance of the Bank '. — The Bank ^hoald have an authorised 
capital of ten crores. The whole oi the capital should be issued 
and if fully subscribed, as it would be, if the Board is a strong 
Board, fifty per cent should be called up. The remaining fifty per 
cent on the shares can be called up by a seines of calls whenever 
the need arises. The sliares she; aid l>e of Hs. 10 each so that even 
a man of ordinary means may have a chance of investing his money 
and thus doing his bit. 

What the Bank will do . — Out of the money so collected, the 
Bank will finance old industries, give impetus to the growth of 
new industries, pass on the new industrial schemes or jiatents or 
inventions to the Industrial Board for their opinion — if the opinion 
is favourable then the Bank will take in hand the scheme on either 
outright sale or royalty basis and if the opinion is not favourable 
then the Bank will i*eject the scheme. It would discount 
negotiable instruments and will promote the growth and the 
velocity of circulation of the indigenous Hundees referred to 
above. 

What the Bank will not do . — The Bank will not dabble in 
speculative transactions. It would keep aloof of exchange tran- 
sactions. It would fuither not do the Satta (cotton gamble, opium 
gamble, etc.) business. 

Banlds Balajhce-SJie.ct . — To make clear the above points, a 
graphic attempt is made below. The following transactions are 
assumed : 

(a) Fixation of atmospheric nitrogen into the soil 2 Crores 

(b) Paper Mills, Lucknow ... ... 10 Lakhs 

F. 10 
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(c) Jokhami Hundi ... ... ...i 2 Lakhs 

Darshatii Ilundi ... ... ...i 5 Lakhs 

and (d) Bills of Exchange, and demand G Lakhs 

All- India Industrial IIanl\ LtA, 
liailance>»Sheet. 



Bh. 

AHS(‘ts 

Rs. 

AiiihoriHed Capital (1 
crort) Bba^(^H of Kh. lO 
each) 

10 cror(‘S 

Nitrogen Co. Ltd. 

2 (Tores 

iHHiuid Capital 

6 cror(‘S 

Paper Mills, 
Ijiieknovv. 

10 lakhs 

Siibscriht'd Capital 

6 (‘roicH 

. Joh'hami hundi 

2 Inkhs 

Keservo Fund 

(Being CoYeriinn'iit 
l)(‘p<>sit) 

50 lalvliH 

Darshani h/tnidi 

5 lakhs 

f) laklis 


6i crorc'S 

Balance 

327 lakhs 




crores 


The Ideal DanJe foj India will be one which aims not merely 
at the disiributioji of ihe existing wealth but at Die creation of 
n(^w wealth. Eor this “ Agricultural-ciun-lndustrial Bank will 
be the ideal bank. The industrial Bank above skehdiod shall pro- 
vide an impetus for the dovelopnu'-nt of agricultural wealth as it 
shall finance genuine bills — bills drawn agaijist cotton, wheat, jute, 
sugar, oil-seeds, etc., — and will keep itself aloof from Accommo- 
dation bills. It shall taboo all Tig on i^rk ’’ type of business. 
The Bank shall further provide fac ilities not only for the chimneys 
to increase in number, but also to keep them smoking. It shall 
encourage the growth and the rapidity of circulation of commer- 
cial documents. 

General, — In Germany, behind the producers are the banks, 
behind the banks is the Government, behind the Government is 
the Army, and behind the Army are the people. In India, on the 
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other hand, behind the producers is a big blank, behind the blank 
are the banks, behind the banks is again a big blank, behind the 
big blank is the Government, behind the Government is the Army, 
and behind the Army is n big Khud (ditch), 

Germany evolved out a high destiny for itself by materialis- 
ing the vision of Bismarck in the Poliiieal field, the vision of 
Eodbertus in ihe Social field, and the vision of List in the Eco- 
nomic field. PnH Pn,vsu. we can evohe out a high destiny for our 
country by materialising the vision of Tihik m the Political field, 
the vision of Gandhi in the Social field, and the vision of Tata in 
ihe Economic field. Hut shall wei^ — the answer is in the womb 
of Future. 

A inord ahnttl Tlundrrs. — ffirndec*,}; serve internal trade satis- 
factoj'ily. Aitempts should be made to so improve Dorsha^ii and 
]\fltl Tlnndccs lhat ihey cai* be governed hy tlte Negotiable In- 
struments AcL Jol'ltatni If undines can be left out of considera- 
tion as Avith the devidopment of Ti.surance Oonuianios their future 
is doomed. 

The ]>roblems relating to Credit and Banking in India AAdiicb 
I have briefly discussed above are of grtnit importance to India 
for in their ])roper solution lies the material progress of our great 
country — INDI A . 
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SYNOPSIS 

The problem of agricultural labour has not yet engaged the 
serious -attention of Economists in India. The labour supply is 
derived from landless villagers or cultivators having uneconomic 
holdings. Even now in various parts of the country. Custom 
governs the relations between the labourer and his einp*loyer. 
Agricultural labour is skilled labour and the main object of the 
labourer is to acquire land for hiinsdlf. The nature of the shortage 
of agricultural labour has been discussed and remedieJs suggested. 
Agricultural AYages are not progressive and with the gradual 
replacement of wages in kind by Cash Wages the lot of the agri- 
cultural labourer ha^s become miserable. The organisation of Earm 
Labour Bureaus has been suggested for the better distribution of 
labour. 


The problem of agricultural labour has not yet engaged the 
serious attention of Economists in India. The Prices Enquiry 
Committee made an enquiry into agricultural wages in 1914 and 
an attempt was made in 1924 by the Labour Office, Bombay, “ to 
ascertain the annual changes in agricultural wages throughout 
the Presidency from 1900 to 1923.” The Boyall Commission on 
Agriculture paid some attention to this problem in 1926, but owing 
to the wide diversities in local conditions, a complete study of it 
is possible if intensive enquiries are instituted in aJll the Provinces 
with a view to examine all aspects of the problem. 

It has been very properly remarked that the Indian farmer 
employs himself and has scarcely an occasion to engage any 
labourer outside his own family. The conception of the farmer 

820 
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in England or U.S.A. employing farm hands either by the year 
or by the day has to be modified considerably when we meet the 
Indian ryot struggling with his scatteied paternal holdings and 
even in the case of the larger farmers, employment in many cases 
is given to labourers who hold land from them as tenants-at-will. 
The bona fide agricultural labourer is one who has no lands of his 
own or whose lauds are quite insufficient to maintain his family 
or whose other male relations look after the family lands while 
he takes- up some other job to supplement the family income. 
The hiring of labour in many parts of Bihar is even now governed 
by custom. The labourer, who iv many cases, is a tenant. Is bound 
by custom to offer his set vices either with, ut or with nominal 
remuneration to his truilik or landlcid c’i ^ ertain days in the year 
and in return for this he gives some privileges in the shape of low 
rents, etc. This is further strengthened by the fact that the 
laboured' borrows frequently from the employer or has a running 
account with him if he happens also to be a giocer or merchant. 

The labour supply is derived usually from the class of landless 
villagers or people having uneconomic holdings. From the 
Settlement and Census figures, we find that in North Bihar, the 
proportion of landless labourers and cultivators of uneconomic 
holdings is greatest in Saran and lowest in Champaran, in the 
formei the percentage is 22 with a density well over 900 resulting 
in heavy emigration, while in the latter the percentage is as low 
as 9 and the density is 408. The supply of agricultural labour 
increases in an inverse proportion to the size of the holding, as 


the following table will show : 


District. 

Average size 
of holding. 

Emigration, proportion 
per mille to population. 

Champaran 

, . . 519 acres 

Nil 

Muzaffarpur . . . 

... 218 „ 

59 06 

Saran 

... 1-82 „ 

89-69 

Darbhanga 

... 20 „ 

43-52 

Monghyr 

... 1-28 „ 

11012 
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The reason is ihat the uneconomic nature of the holding’ is 
not sufficient to maintain the family hence the labourer liavS to seek 
employment in the neighbourhood or has to emigrate during the 
busy season to other areas. Dr. Maim, referring to the extremely 
small holdings in Pimpla Saudag^ar says, “ This means that agri- 
culture on a mail’s own land ivS becoming more of a partial occupa- 
tion, with labour for wages as subsidiary (Report of the Royal 
Commission on Agriculture, Yol. II, p. 19). The supply of 
agricultural labour, availalde for employment in oth^r areas, 
depends, among other fac^tors, on the nature of the harvest and the 
amount of the twice-cropped area in the home district. Where 
the Aghani rice crop does not predominate labour, labour can 
remain a^vay for a longer period, e.g'., Saraii and Xorth Monghyr 
have heavy migration but the jiercontag’e of ihe Aghani harvest 
is 84 and 88 respectively. Then again the practice of raising two 
crops to a laige extent checks emigration by providing employ- 
ment at home, vliile high density accompanied by a low percentage 
of tile twi(’e-c!’oppod area tends to promote the migration of agri- 
cultural lal)onr. 


District. 


of Percentage of Twicc-cioppod tjmigratioJi, per rnille 
population. to net cropped area. of actual population. 


Saran . . . 872 

Gya ... 467 

Monghyr ... 517 


37 

8969 

21 

HI 05 

20 

88-23 


The lal)Our supply therefore is composed of part time 
cultivators and landless labourers. In many parts of the country, 
o.g., in Shahabad, Monghyr, and Patna, there is a class of 
labourers who are semi-serfs. They are called Kamiyas and are 
drawn from the Musahar and Dusadh castes. It appears to be 
the custom for evei'y man, directly he arrives at the age of puberty 
and wants a wife to receive a few rupees under the name of a 
loan from the village landholder and execute a bond by which h© 
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binds himself to plough, sow, irrigate and reap the fields of the 
creditor and perform all the duties of a Kamiya or bondman/’ 
The Kamiauti Agreements Act (Vill of 1920) has made these 
(iontracts invalid it the teim for which labour is to be given exceeds 
one year. The object of entering into contnuits of this type is 
not only to secure cheap labour but to ensure a steady supply of 
labour iti areas whei‘e there is labour scarcity. We meet with 
this type of labour in South India, where a Padial is a sort of 
serf who has fallen into hereditary deiiendcuce on a landowner 
due to debt. In almost ev^ry case the original debt was a sum 
of money borrowed by a landless man tc' solemnize his Uianiage 
or more fieqiivjntly that of his son or daughter the borrower 
underiakiiig to woik for the lender cntil the debt should be repaid 
in retiiin for a certain limited supply of food.’’ (Slater: SouUi 
Indiaii Villages, p. 8.) 

Agricultural labour dihers from factory laliour in many 
respects. The most strilving difference is perhaps in the objective 
which the farm labourer sets before him, viz., the acquisition of 
some land for himself if he has none ov to increase his holding 
if he has any, whereas the factory hand can never dream of ever 
being a Factory oAvner. This land luiiiger is well evidenced by 
the ch;uig('s in ilic (knisus tigures for larin labourcu’s and ordinary 
(ultivators. 


Jiihar and Orissa 

1911 1921 

No. of actual agriciultural labourers (male 

and female) ... ... 8,140,800 8,400,823 

No. of actual ordinary cultivators (male 

and female) ... ... 10,511,140 10,911,349 

Prom these figures it appears that during this period there 

has been an acitual increase in the number of ordinary cultivators. 
This tends to show that a large number of labourers have succeeded 
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in securing* lands and have settled down to cultivation, but the 
proportion of labourers to the cultivated acreage has remained the 
same, viz,, for every nine acres there is one labourer. This 
tendency is further supported by the fact that everywhere in 
spite of getting higher wages the labourers are turning io the 
cultivation of small and unejconomic plots owing to their extreme 
desire for the possession and cultivation of land rather than give 
up this struggle and definitely take up the life of a farm hand. 
This accounts for the relative immobility of agricultural labour. 
The labourers who live in regions of oversupply are not aware 
of the opportunities for employment in other areas and the 
employers of these regiojis are also not in touch with them, hence 
the labourer is averse to take a leap in the dark and if he does 
so, he is always under a handicap in bargaining for wages. Tn 
addition to this there is the (;ost of railway journey which often 
impedes niigratioii. 

Agricultural labour is usually considered as unskilled labour 
and the rate of wages which he receives is invariably lower than 
what iho village artisan gets, but the same farm hand has to 
perform so many diverse occupations from ploughing to weeding, 
manuring and irrigating that he has to be conversant with aJll 
the dilferent aspects of agriculture and this knowledge can be 
acquired only after years of hard work and observation. 

The lot of the farm labourer in most parts of Bihar is a hard 
one. He has no hinds, grows no crops and has to maintain himself 
mainly on the low wages which he earns in the village and even 
where he has some lands they are quite insufficient to su])port him 
and his family. ‘‘ Thus spending what they earn from day to 
day they have very little to pawn or sell and they are the first to feel 
the pinch of scarcity when crops fail.'' Their only chance to 
improve their economic condition is to migrate to other areas, 
in and out of the Province. These migrations are temporary 
and seasonal in character. In North Bihar, the busy agricultural 
season is between May and November when the labourers have 
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sufficient employment at home, while the migration starts from 
the end of November and continues up to March. The second 
season for migration is in July and August when the labourers 
proceed to the Jute Districts of North Bengal for weeding and 
harvesting. In the northern portion of the Monghyr Districts 
where the Eabi crop predominates and winter rice is negligible, 
the labourers move off early in October returning in March. There 
is some amount of migration within the Province, e.g , labourers 
from the districts of vSoutb Bihar proceed to the extensive low- 
lying fields of Monghyr and Patna. In the other Provinces this 
seasonal movement of labourers is also noticeable, e.g., every 
year labourers irom Die Kaira District, whi^h has a density of 
700 to 800 per sip mile, migrate to B"*oacii District for cotton 
picking. 

In recent years, we have been hearing everywhere of a 
shortage of agricultural labour, which means that during the 
cultivation season there is a great scarcity of labourers while in 
the slack season there is a glut. The old traditions are fast dis- 
appearing and the cultivator meets with serious difficulty in secur- 
ing labourers' as he cannot demand any he (jar or free service. 
Besides this, as Mr, G. H. Desai remarked in his evidence before 
the Royal Commission on Agriculture, there is shortage of 
agricultural labour in Gujrat, not because of its having become 
more mobile but on account of its having become more inde- 
pendent.” As has been stated already, the main objective of the 
labourer has always been the owning of land and whenever he 
gets a chance he prefers to be a cultivator on his own account. 
Among the other causes of this shortage, the time factor is 
important. Field work in agriculture is governed mainly by 
weather conditions and within a particular time, a particular 
operation, e.g., sowing or weeding, has to be performed in a parti- 
cular region. In former times this difficulty used to be 
surmounted by the system of mutual aid in cultivation which 
unfortunateily is gradually on the decrease and in many regions 

F. 11 
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success or failure in cultivation depends to a larg-e extent on the 
ability to secure labour in time. 

Labour has to inigTate from reg*ions which have one or two 
staptle crops only, thus furnishing employment for very short 
periods, e.g., in Saran and Gya which have heavy seasona)! 
migration Babi occupies more than 60 per cent of the net croi)ped 
area. Irregularity of employment in the villages drives the 
labourer to migiate to towns and other regions where a larger 
variety of crops keeps them engaged throughout the year. 

The Census figures for 1921 show a decrease in the number 
of laboiirers but this numerical shortage does not offer the real 
explanation of the problem of labour shortage in the villages. 
In many areas, wo have found by investigation, that there has 
been little decrease in the number of agricultural labourers during 
the past decade, but there has been a distinct fall in the number 
of labourers available for employment on wages which the 
cultivator is willing to olfer, so labour is scarce at the price which 
is paid for it. The (*ultivator, owing to his uneconomic methods 
of cultivation and the narrow margin of profits which he makes is 
hardly in a position to offer better wages to Ibe labourer, wlio 
naturally is attracted by the prospects of liigher wages and regular 
employment in cities and in areas of low density. 

Then again the phrase “ shortage of labour ” is really 
misunderstood. As T)r. Mann has aptly pointed out, it should 
be taken to imply a shortage of labour power, not a shortage of 
individuals. Efficiency of labour depends to a large extent on 
the general health of the labourer, which owing to insufficient 
food and the low capacity for withstanding disease, is mainly 
responsible for the deficiency in labour supply and their working 
capacity. Malaria iii the Kishenganj Subdivision of Pumea is 
responsible for labour scarcity particularly during the harvesting 
of winter rice when the fever index is very high. The Health 
Survey of deven villages in the districts of Muzaffarpur and Saran 
shows that the agricultural labourer is in bed on an average on 
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19 days during the busy season, i.e., it means a loss of about 10 
per cent of labour time. The amount and duration of this sick- 
ness rather than the mortality reduces the labour supply. In 
one paii; of Konkan with the most fertile soil, cultivation is poor 
due to unhealthinesB, where the spleen rate is 42 per cent among 
children, which indicates malaria.’’ 

Agricultural wages are paid partly in kind and partly in cash 
or wholly in kind. In many parts the daily wages for ploughing 
or weeding consist of four seers of grain and those for harvesting 
of one out of ever\ 16 bundles reaped. In the Punjab, the hired 
labourer receives for harvesting four bundles per acre, each bundle 
equivailent to 16 sem*s of grain and 24 seei.> of Bhasa (Stewart 
and Mukhtar Singh). In many cases ploughmen are wholetime 
servants employed by the year and paid by ‘^he month in cash or 
partly in cash and partly in kind, e.g., 5 maundvS of paddy in 
Pebruarv and 5 maunds of maize in September. This system is 
not peculiar to India but is fornd in other countries, e.g., Scotland. 
Venn states, Generally speaking the further north one goes 
(ho more the emoluments will be found to consist of payment in 
kind. In Scotland the system reaches iis climax and a labourer 
may receive anything annually up to 40 per cent of his earnings 
thus.” The method of paying wages in kind was preeminently 
suitable for an agricultural community as it protected it from the 
vicissitudes caused by fluctuations in the price-level of food grains, 
but with the commutation of produce rents into cash rent and the 
need for making transaction s through the money medium, cash 
wages are fast displacing wages in kind. This change is visible 
in other Provinces as w^lL In the Bombay Presidency, in 
most cases cash wages are replacing wages in kind. In the last 
enquiry heild in August 1916 into this, it was found that in 990 
villages in which enquiries were made, cash wages without supple- 
ment were familiar in 233 villages, cash wages with supplement 
were familiar in 233 villages and grain wages were familiar in 
376 villages.” (Shirr as: Enquiry into Agricultural Wages iu 
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Bombay, p. 3.) In Tinnevelly one chief peculiarity is the utter 
displacement of wages in kind by wages in money/’ (Slater: 
South Indian Villages, p. 67.) 

The rate of wages varies according to the season as well as to 
the nature of the work. Wages at sowing time are higher than 
at other times as the period for sowing is limited and there is a 
great dearth of labourers at this time. Work requiring hard 
labour, e.g., transplanting or digging is always paid at a higher 
rate than lighter work, e.g., weeding, which in many districts is 
done by women. In reaping the wages also vary according to 
the kind of the crop, e.g., the rate for reaping Mama, which 
requires less labour is considerably lower than the rate for other 
crops. 

Rate of Wages in 1929. 


Districts. 

Weeding. 

Transplanting. 

Minimiini. 

Hs. 

Maximum. 

Rs. 

Minimum. 

Bs. 

Maxitnuni. 

Hs. 

Patna 

... 0-4-0 

0-6-0 

0-6-0 

0-8-0 

Muzaffarpur 

... 0-2-0 

0-4-0 

0-3-0 

0-6-0 

Saran 

... 0-2-6 

0-3-6 

0-4-0 

0-5-0 

From this table it 

appears 

that though the rates 

vaiy from 


district to district, the ditierence in Ihe rate paid for weeding and 
transplanting is marked. It is not possible to graduate agri- 
cultural wages according to the efficiency of labour as in the 
Factory industry, hence the flat rate, with all its inducements to 
slackness, is the only practicable method for remunerating labour. 
Semi-piece wages are given in reaping and threshing or winnow- 
ing, as in place of cash wages, the labourers are given one bundle 
out of every 10, 12, or 16 reaped by them. To guard against 
careless work, the farmer or any one on his behalf is usually 
present at the reaping or threshing and at times in order to 
encourage the men to finish the work quickly, particularly if the 
damp east wind has set in during the threshing of wheat in JTorth 
Bihar something is given in addition to the stipulated wages as 
bonus, which is usually in cash. Wages for winnowing are paid 
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in the form of a certain per cent, say 6, of the quantity winnowed. 
Variations in the wages rate depend to a large extent on the cost 
of living of the labourers, e.g., the Sonthaili labourer with his few 
wants is available at a lower rate than the labourer from Saran, 
and the Dusadhs and Musahars are pa^d less for the same work 
than people of higher castes, e.g., the Malahas and Kiirmis. 
Labourers from outside the villages have to be paid more than the 
local labourers, e.g., in Gya disLict, at harvest, “ village 
labourers get one out of every 16 sheaves cut wh’le outside 
labourers get one out of every 18 sheaves plus diet allowan(*e which 
is known as lohra and chhakauti.” 

During the last 30 years ihere has been a general rise m the 
j)rice of food grains but this has not been followed by a propor- 
tionate or even a marked increase in agricultural wages in North 
Bihar, while the gradual supe^^sesbion of wages in kind by cash 
wages has further aggravated the seriousness of ihe situation, so 
that lured by the attraction of higher wages in mills and factories 
and in the farms and plantations of North Bengal and x\ssaiu, the 
labourers are migrating to these places and agricultural labour is 
fast becoming scarce in North Bihar. The following table gives 
the index numbers of the retail prices of food grains (Common 
Rice, Wheat, Barley, Arhar) and the results of the Wages 
Census of 1911 and 1916 verified by personal investigatioji ; 


District 

Retail Price of Poodswuff 

1911 1916 

Wages 

(Cash) 

1911 

Agri- 

cultural 

labourer 

Plough- 

man 

Piimea 

.... 100 

157 

lOO 

175 

130 

Darbhanga 

... 100 

152 

100 

140 

125 

Muzaffarpur 

... 100 

151 

100 

138 

160 

Saran 

... 100 

150 

100 

118 

112 

Champaran 

... 100 

168 

100 

135 

110 

Gya 

... 100 

156 

100 

110 

112 

Patna 

... 100 

150 

100 

143 

140 
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From tills table it appears that the wages are far below the 
level of prices except in the district of Puriiea where owing* to 
the malarious climate, the local labour supply is inadequate and 
the preva^lence of Jute cultivation necessitates an influx of 
labourers from other districts who have to be attracted by higher 
wages. Then the wages are high in the distri<'t of Patna owing 
to the comparatively higher urban wages brought about by the 
expansion of the city and the construction of the New Capital. 
In th^ districts of Saran and Gya, the wages lag far behind the 
price-level and this accounts for the heavy seasonal migration of 
labour from these regions. Champaran, with its undeveloped 
agricultural resources show's a very high rise in prices while wages 
are not all progressive. The Settlement Eej^ort for this district 
also bears out this statement. The wages of labour have not risen 
in this district in unison with the rise in prices, either as a normal 
condition or during years of famine. In the neighbouring 
district of Darbhanga we find that though the wages of the village 
aitisans have increased owing to a rise in the standard of living 
among the better classes of people in the villages and towns and 
the development of industries, “ the village labourer earns about 
the same from year to year.’’ The labourer is engaged in farm 
work fi'om 170 to 180 days in the year, while he is employed during' 
his spare time in the building industiy or in the making of bricks, 
tiles, ropes, etc. With tlie de(*ay of the rural industries which 
formerly offered employment to the labourer during the slack 
season and owing to the uni)i‘ogressive nature of usages the labourer 
is in a state of chronic indebtedness which throws him into the 
clutches of the moneylender. Tlie emigrant has invariably to 
borrow small amounts to cover the railway fare and has to pay 
a very high rate of interest, not less than 75 per cent (for details, 
vide B. B. Mukherjee: The- Bihari Mahajan; A Study in 
Indigenous Banking in Bihar, p. 12). The revivail of cottage 
industries or the development of new rural industries of a non- 
agricuitural type, e.g., Eri or Mulberry Silk-rearing, hand-spin- 
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ning, or poultry-rearing, etc., will provide suppilemer.tary earnings 
to tlie iaboui’er and keep him engaged throughout the year. 

It haH already been stated that the emigrant when he leaves 
his home in quest of work has no definite place in view and he 
folloAvs any fe]low-villag*ors to any place no matter whether there 
is a glut of labour there or not. Experience in previous years 
shows them where work is available and they wander about froi^i 
village to village cutting the crops they are ready. This 
aimless search not only entails much loss of time bul expense and 
places him at a disad^uiniage in bargaining. This hit or miss ** 
movement of laboni may cause an o'^^erHUjiply of labour and cases 
are not rare wdien the public peace li «s b .en disturbed by the 
unemployed labourers. Employment iVgencies oi Agricultural 
Labour llurcaus should be started to organise this movement of 
labour, which will (‘(dlect and provide for the information as 
to the character and location of positions open and qualities and 
locations of men available.’ These may help in obtaining 
<; on cessions of Eailway faro for the labourers. In the United 
States there are such llureaus which are called the National Farm 
Exchanges. Its plan is to ascerhiin through subageucj’es the 
jjeeds of the harvest fields of the several States in their order as 
the grain ripens. Next it plans to direct the lahourers to the 
places where they are needed and to inform them as to the conditions 
and nature of their employment.” The Canadian Government has 
consii luted a chain of Labour Exchanges which ascertain the 
amount of labour needed in various districts, the time when it is 
required and they arrang^e for the transport of labour on the 
railways at concession rates. These Exchanges will assist, by 
I bringing about an adjustment of supply to demand, in securing 
I an increase in the wage level and ensuring that an able-bodied 
I labourer gets at least living wages, thus they will perform in an 
j indirect way the work which the Agricultural Wages Boards did 
\ in England. 
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SUMMARY 

Tlio i. L. 0. is a new factor in fhe> Indiai) Tjabour situation. 
It is in the interest of lal)our aiul of tlie nation tliat it sliould 
be utilised to the full as an aid to the solution of tbe lalwur 
l)roblein. Its implications from the national economic standpoint 
should be adequately studied with a view to tbe adoption of a 
discriminating* attitude on particular items. The separate organi- 
sations of labour and (*apital, and such a politicail body as the 
supreme legislature cannot be entrusted with this independent 
and almost technical responsibility. The position of Indian States 
in this respect also needs study and definition. To achieve thevSe 
ends it is suggested that: (1) there should be constituent sectional 
and regional bodies in the I.L'.O., e.g., an Asiatic Section in the 
main (Vmference at Geneva and an Asiatic Labour (\)nference; 
(2) there should be established in India an Ecoimmic Council 
c^omposed of all interests and of independent expert opinion, with 
purely deliberative and advisory functions; (3) tbe Indian States 
should have a position in this council. 


Ifone of the International organisations which before the Great 
War, concerned themselves with the inii)rovement of the condi- 
tions of labour had extended the sphere of thtn’r activities to East- 
ern countries. The only external influence that affected Indian 
labour conditions till then was that of I.ancashire. Since the War, 
however, the International Labour Organisation at Geneva on tbe 
one hand, and the Third International at Moscow on the other, 
are attempting to bring Eastern countries within the range of 
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their activities. The International Federation of Trade Unions 
which has its head office at Amsterdam is another purely working* 
class organisation acting in the same direction. Between Moscow 
on the one hand, however, and Geneva on the other, its elective 
intliiencc at present is very limited. Apart Irom its factious in- 
terest in labour as <>pj)osed to the capitalists, the Third Inter- 
national is actuated in its Eastern propaganda by a desire to create 
u favourable world opinion for the political and economic revolu- 
tion in liussia and to support all anii-Ijiijjeri listic cau'^es. The 
activities of Moscow which deserve nothing but the niosl. summary 
rej)udiation at the hands of the economist, however, secure some 
adventitious symjjathy from a certain class of politicians and 
labour leaders in this countiy. Tlnv iniluence of Geneva on the 
other hand is hailed by some with an enthusiasm whi':h fur the 
moment at least ap])ears lo too trustful to r Juiit of the justice 
or need ol any criticism. While appreciating to the full the bless- 
ings that the l.Ji.G. has undoubtedly brought to millions of work- 
ers, it is intended in the course of this paper to point out some of 
the present limitations of its benetice.it action, i)articularly in 
relation to such countries as India. A number of constructive sug- 
gestions are also oli'ered wliich in the humble oinnion of the writer 
are calculated to help in realising more assuredly the higli aims 
of the organisation. 

The claims that have been i)iit forward on behalf of the I.L.O. 
and its mission by persons holding important official positions in 
that organisation, have varied with the time and the occasion for 
which they were meant. The ultimate goaB of the I.L.O. is to 
organise a full-fledged international legislature for regulatiug 
labour conditions with the help of eiiective sand ions. In the 
meanwhile the immediate aim of the organisation is said to be^ ‘ to 

1 Arthur Fontaine Chairman of the Governing Body, I.L.O., August, 1929, 
in ' I.L.O., 1919—29,’ 1930. 

2 Gino Olivetti, Vice-Chairman, Governing Body, T.L.O., Oetofier 1929, in 
‘ I.L.O., 1919—29,’ 1930. 
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complete tlie significance of tlie .Peace Treaty by guaranteeing the 
dignity and liberty of liuman lu.boui‘ by international convention/ 
Tlio basic principle ior the niaintenance of ibis dignity and liberty 
is to be tliat ‘ Labour sliould not be regarded merely as an articio 
of commerce/ Tlie metliods^ of regulating labour conditions with 
a view to the adoption of this principle are specified as follows; 

(1) Labour should not be legarded as merely a commodity 

or aiticle of commerce. 

(2) The light of free association should be conceded. 

(3} Payment of adequate wage to lead a roasonuble stand- 
ard should be^ assured. 

(d) VV’eekly rest of 24 hums, x>^‘uituably on Sundays, should 
be' insisted upon. 

(^0) Child labour sliould be abolished and the labour oi young 
persons should be restricted. 

J^lqual pay lor equal work should be secured as between 
men and women workers. 

^7) Labour in all matters .should leieive an ('qiiilable eco- 
nomic treatment. 

(8) All efficient inspection of lubuui conditions .sfiould bo 
organised. 

The reasons that led the iiumej s ol the Peace Treaty'^ to attack 
such overwhelming importance to the pJiysicaJ and Juoral well- 
being of the industrial workers in all countries are noteworth,>. 
In point of fact the labour clauses of tJie Versailles Treaty^ repre- 
sent the combined ell'ect oi tliree forces: the socialists' and 

humanitarians' ekorts to see just and humane conditions estab- 

3 Article 427 oI tlio Treat}' ul l*oace, VerBaillcB. 

' 4 Article 427 of the L^oace Treat)?. 

5 International Labour ConJereiice, 1U21, Third bcBsiou, licucva, XiciJort of 
Ih'occedmga, Part 2, p. 45. 
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lished for the working classes of the world; (3) the international 
trade endeavour to equalise labour conditions in com- 

peting countries; (3) and tlie desire of the allied powers to take 
steps to ensure social justice as an indispensable basis for world 
p<‘ace. How far any of these particular purjioses have been serv- 
ed by the influence of the I.L.O. during the last ten years, it is 
very difficult to say. It cannot, however, l)e> denied that the I.L.O. 
has been successful in mobilising humain public^ opinion in sup- 
])(>ia; of labour reform and that as a result of its cictivities the neces- 
sary inqmlse and aiinos])h(»re have been created. Even if we re- 
gaid Ihe I.L.O. ’s achieviMUonts in the field of (afllectioa of laithori- 
taiiv(» informaiion about labour conditions in different countries, 
tlu>y would justify the existence the institution. Both the 
direct and the indirect influences of Ihe T.L 0. have already been 
felt in India and on the whole they have workid till now for the 
good of the worker and through him of the community. In view 
of (he removal of the mosi ghr*ing of obstacles in the way of legi- 
timate labour im]>rovem(Uii in India on the one hand and of a 
growinglv ambitious altitude^ on the ])tirt of the T.l/.O. on ihe 
other, a time has couk* wlnui an attempt should he made to under- 
stand the full Tueaning and implication of the latter^s work. 

In the first ]dace it may he asked wlieilier there are any ab- 
solute standards of justice and humanity which, it is desirable to 
ado])t irres])ective of tht» general level of economic progress in a 
country and of the state of the particular industry^ in which a 

6 n. ,T. W. Hctherifi'^ioTi, ‘ Interna Honal Tjabonr LefjiBlation.* B. (t. Lowe, 
Pli.P., ‘ The, Tnlenialioiial rroiootion of Labour.’ 

7 Albert Thomas, Director: General, I.L.O. , in ‘ I.L.O. , 1919 — ^29.’ The 
first fen years* work has only indicated ihe cossibility of work that may be 
achieved by following up ibe claiiBes and tbc preamble of Part XIH of the Peace 
I’reaty.* Ibid. 

8 M. Bottai. Italian B^fircscntative's Speech at the Twelfth SesBioii, 1929. 

9 Speech of the Japanese Employers’ Delegate at the Thirteenth SeBsion of 
the I.L.O,, 1929. 
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worker is employed. Those who agree ihat tln^ standard of life 
in a country is relative io its general eeonomic progress will find 
it hard to siippori iln^ l.L.O.'s attempt at establishing substantial 
uniformity in labour (‘onditious all the world over. The privileges 
of labour constitute an elemeni in their standard of life and natu- 
rally they cannot be decided upon without reference to the state of 
industrial life in general. The (*ontentioid® that a higher standard 
by making for higher efficiency will itself improve the industrial 
situation and thereby do more than justify its adoption is only 
a half-truth. The ])hysiologieal and i)sy(*hological characteristics 
of lahonr, clticicncv of organisation and of olher agents of pro- 
duction, the o])])()itunities of industiial ex})aJi.sion are cmly a few 
of fhe many consideiafions Ihat juay thwart the expected rise in 
etHcioncy as a result of the increased inivileges of labour. The 
exhort atioid^ oft cm addiessed to waverers in this reH])cct tlnit an 
improvement in the conditions of labour is bound in the long run 
to reflect itself in the prosperity of the nation, as the community 
can liave no interests divergent from those of ifs worktus, is most- 
ly a sentiment. In so lar as it coniains any aigumc^nt at all it 
really (uts bolh uays. Jt can with equal plausibility be claimed 
fhat neither the nation at largf* noi fhe ])iuducers in particular 
have any iijterests (^'•stuiliall;> divergent from tJiose of the work- 
ers and hence in (onsulting tlie legitimate interests of industry the 
ult(uior interests of labour will suredy be ])ro7noted. Such an 
argument should be interpreted not as a Tuere I'otort, but granting 
the existence of a fre(‘ and vigorous labour movement and a oon- 
stifutional and po]uilar government in the country it may be claim- 
ed that it confains more of the substance of truth than the rival 
view which in ])lind and vsentimental optimism would proceed with 
restrictions on industry and fondly believe that thereby its and 
the nation’s interests may in some providential fashion bo served. 

10 1.L.C., Eighth Session, Report by the Director. 

11 B, G. Lowe, ‘The International Protecliou ot Labour,’ 
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This statement of the case against uniformity is sometimes 
met by an assiirance^^ that the standards which the I.L.O. will 
attempt to enforce will approximate to those prevalent in the loss 
advanced countries. Such an assurance for one thing lacks tho 
support of practical action. The standards in all important res- 
pects adopted by the l.L.O. are nearer to those of the more ad- 
vanced than the more backward countries. This, moreover, is 
bound to be ihe case. The establishment of the l.L.O. , as men- 
tioned above, is mainly the outcome oi int( i ..ational trade union 
agitation for equalising competition and thus reducing the chances 
of -workers in advanced countries being required to low'r their 
standards as a lesult of the growing ompeti-tion of the indiistiies 
in the backward or advancing ones. Tlie socialistic and humani- 
tarian clement by the superficial catholicity of its cret'd has always 
allowed itself to be swamptd by the (‘ombir 'd forces of trade 
unionism and imperialism. 

That in the creed of substantial miiformity lies much danger 
to tlie h'gitiTnate indnstrial aspirations of the backward and advanc- 
ing nations is now realised in various c« uiitries. In G-ermany and 
Italy, not to mention sneb young countries further afield as 
Brazil, the l.L.O. ’s activities have often i)rovokod much adverse 
criticism, even from those who are undoubted friends of the Inter- 
national labour movement, and hold resjamsible posts in the exe- 
cutive of the l.L.O. The trauvslation into concrete shape of the 
])rinciple of hiininnity and social justice, which is the fundamental 
basis of the moral idea behind the l.L.O., is no mere politician's 
or humanitarian’s job. It is necessary for that piirj-iose to take 
into account all the factors internal and international affecting 

12 H. J. W. Helberington, ‘International Labour Legislation.’ 

ISOiiio Oliveiti in ‘l.L.O., 1019—29’ l.L.O. , Report of the English Session, 
page 496; and Speech of Mr. Boltai, Under- Secretary of State in the Ministry 
of Corporations of the Italian Government, at the Twelfth Session of the I.L.C., 
1929. 

14 Director’s Report to the Fourteenth Session, 1930, 
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tlio x)resent state and future i>rospect8 of a nation’s indiis tries. 
All tlio jirivileg’es gTanted to labour in casli and in kind, including’ 
in the latter class even such an advantage as leisure, constitute 
an eleineni in the costs of industry. To attempt to establish sub- 
stantial uniformiiy of labour conditions in the various countries 
of the world is io at1eni])t to eijualisc costs of })roduction in their 
industries. Viewed ]nnticular]y from the stand]u>ini of the ad- 
vanced countries, and specially from that of (jrcat Ibitain wliich 
nation more tlian any other dominates the Geiun^a at rnospheie, 
such an c(juiHsatioii is ex])C(‘ted to mean a practic al immunity from 
serious coni])etiii()ii of industrially backward c’ounti’ies in future, 
rniformity of labour legislation pursued without reference to the 
conditions and ideals of ])articular nations sjxdls the maintenance 
of the (juo in ros])eet of the relative industrial position of 

nations. 

This as])(*ct of jh(‘ T.Ti.O.’s influence rcquirc‘s cunphasis not only 
in the intcuest of leg'itimate national inogress but also in that of 
the ultimate siuT'ess of the I.T^.O. on the one hand, and th<' well- 
bcu’ng c^f labour in backward cemutries on the other. Anything in 
the action of the T.I/.O. ih«at savour^ ewem distantly of its serving 
as a tool in the hands of the' aclvanced industrial and inqawialistic 
]»owcrs will mean its mateiial, moial and, in course' of time, ikysi- 
cal ruin. This fart is bedng lealised by the* T.L.O. c’xcciitivel^ but 
tlic maiid^ l)ody of influential ojiiuion as r^'prc’scnted hy the* dele- 
gates of the big ]>ow<‘rs shows no signs of its apprc'ciation of 
national peculiarities. Fndor those circiimsiarmes the director is 


15 of Mr. Kamiya, Jjif^anosc Kiiiplovors’ a I P)o M^liirioouili 

S(‘ssiV)n of the rouferonee, 1929. 

16 Tloport of the Piroctor anU Speech of the Peputv Pirector of the T.Ti.O. 
at the Fourteenth SossioTi of the T.Tj.O., 19B0. 

17 Proeeedinpfp of the Thirteenth SeBPion o! the T.L.C., 1929, with special 
reference to the proposal recommending the right of assoeiation to foreign seamen. 
Also I’roeeedtngs of the Fourteenth (1930) Session. 
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left witli an appeuP^- that the members should look upon the I.L.U. 
standards us part of the natural and unchangeable factors ol pro- 
duction and that any attempt to piomote the interests ol a nation’s 
indusiries by departing lic'm the Geneva standards is against tUe 
mutiiai undertaking on wlucdi the Peace Treaty is based. These 
aigunienis, obviously^ are neither just nor sound. 

The iT'uce Treaty, l*ait X.ili ol which constitutes in eli'ecl 
the articles ol asso(dation ol the Internatio’.ial labour Organisa- 
tion, was based on a nujuber ol assumptions i U of whicli must be 
read togetiier if a just and collect perspective ol the Geneva acti- 
vities is to be gained. The Tieaty lecorded^^ tiie tact that con- 
ditions ol laboui existed which were caiculaletl to give rise to 
social luiresl so gieat as to eud‘inger the peace and tranij[ utility 
oJL the world; hence its Iramers suggested the establishment ^1 the 
J.L.O. to secuie social justice as a bams lor '' oiid peace. The 
authors ol tlie tjeat^, Jiowever, were conscious ol the iaci that 
there were other causes (jq^ualiy il not more poweiiul that endan- 
gered the peace ol the world and these they tiled to remove by 
means ol the establishment ol the Li:ag’ie ol jSations. The cove- 
nant ol the J^eague speaks oi the promotion ol international peace 
and security by the acceptance ol an obligation on members not to 
resort to war and by the prescription oi open, just aud honorable 
relations between nations, xVeting under pressure of heavy de- 
ience budgets something has been done, though not so much by 
the Jicague machinery as by individual bilateral and multilateral 
agreements, io promote the cause ol postponing war. The aim 
ol establishing open, just and honourable relations however re- 
mains not only unattained but so far as the position ol the back- 
ward countries is concerned, even unattempted. When the League 
has failed to remove other and more important causes ol interna- 


ls I.L.G., Eighth Session, Iteporfc, p. 426* 

19 i art Xiil. Eeace Treaty, Section i; H. J. W- Hetiieringtou : ‘Inter- 
national Labour Legislation.’ 
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tional insecurity, for tlie I.L.O. and its partisans to ignore the 
adequate importance of the national factor in the psychology of 
l)eoples is not justihahle. Countries like Italy, Germany and 
Japan are expressing their feeling of restiveness and nobody need 
))e suiprised if the feeling gets wider and deeper in times to come. 

Those who are interested in the permanent success of the I.L.O. 
must, therefore, work for tw’o ends. Jn the first place it must 
be clearly recognised that the nature and degree of international 
co-operation secured in the I.L.O. wall be conditioned by the ex- 
t(int to w’hieh just, open and honourable relations are established 
amongst ihe .members of the League. For this puri)ose it is high- 
1,\ desirable that the lieague should provide some simple yet effec- 
tive machinery by wdiich outstanding differences between members, 
particularly those wdio are related fo each other as an imperial 
powau* and a depeiideiuy, should he reviewed in a si)irit of justice 
and l)road-minded statesmanship. In so far as the League suc- 
(ioeds in justifying its existence as an arbiter betwa^en powerful 
and backw ai'd nations, only to that extent and no more will there 
be the nec(*ssary sympathy for and trust in the work of the I.L.O. 
Secondly, even with the best success of the Leaguers activity in 
this revsi)e(*t the legitimate claims of particular countries to tran- 
slate the principle of humanity and social justice into concrete 
measures must be effectively secured. The constitution of the 
I.L.O., no doubt provides^® for vspecial cases arising out of un- 
developed economic conditions; but, so far as a substantial free- 
dom from subjection to world uniformity is concerned, this clause 
is not calculated to ineet the case i)resented by countries in an 
intermediate state of industrial development such as India. 

It is possible to combine loyalty to the League ideal Avith a 
proper feeling of patriotism. This can be done by organising 
special sections in the International Labour Conferem e and by in- 
stituting, in addition to the present Conference at Genova other 


20 Articles 406 and 427 of the Peace Treaty. 
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regional^^ conferencefe of nations whose industrial conditions are 
relatively similar. The promotion of such section committees and 
regional conferences as integral parts of the main organisation 
would test the bona fides of the I.lii.O. in this respect. There can 
be no rigid standard of justice and humanity; the state of national 
economy indicates the limits of what in practice may be express- 
ed by these principles. Hence it is tliat an arbitrary standard 
even though recommendatory, ^2 clown by an international 

organisation clomiiiatcMl by powerful cuuniric.^ is most unsuited if 
not to the letter at aJiy rote to the spirit oi the Peace Treaty. 
The ultima! e ends both of social justice and inter^iatioi il peace 
will be i)romoto(l by an elastic rather than a ^igid system of labour 
regulation. It is this argumciiit that iust’ties, nay necessitates, 
the proposal to fo]*m sectional and regional CH)nstitueiit bodies. 
Anything that is not unanimously agreed up *n by a constituent 
section or conference should not be ado]>ted by the main conference 
either as a convention or a general recommendation. Such a 
course, besides its being in keeping with the just aims of the 
Peace Treaty, is calculated to secure m )re willing and lasting sup- 
port foj* the I.L.O. liXC'haiigo of ideas and co-ordination of effort 
would be promoted more (effectively Ihrough the opportunities thus 
offered. 

It is not difficult !o appreciate ihe viewpoint of some of the 
reprcisentatives of Indian li^ibour wlien they rank thcnnselves along 
with the most wholehearted supporters of the zealous action of 
tlio I.L.O. The argument from expediency is obvious. It must 
also be recognised that the industrial and social experienced^ of 
the West concerning esi)ecially the misery of the workers, the 
injustice done to them and the c^onst'quent conflict Indween classes 
should serve as a timely warning and aid to industrially backward 

21 Director’s Beport with regard to the Pacific and Scandinavian countries. 

22 Article 405 of the I’eace Treaty. 

23 H. J. W. Hetherington ; ‘International Labour Legislation.’ 
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countries such as India. The I.L.O. indeed has a very important 
role to play in this connection. Apart from this obvious bene- 
ficence of the I.L.O., however, our labour leaders must not lose 
sight of the fact that anything ihat unduly handicaps the indus- 
try of the nation must in the long run redound to the detriment 
of the labouring classes. We as a nation aje at present engaged 
in forging a discriminating yet coirstructive ]K)]icy of national 
industjial pjogress. Much further efl'ort at surveying the imssi- 
bilities of extending the aj)pli(‘ation of this policy is called for. 
In the ])ursiiit of this aim, all inecantions ought to be taken to 
see that the , consumer’s and the tax-payer’s sacrifice is justified 
by the real gains obtained by the nation. With this end in view 
a sympathetic and helidul yet eflicient regulation of the nation’s 
industrial organisation ought to be undertaken by the state. The 
industrial workers as a class constitute an important social and 
economic interest in the couiitiy and their just claims ought to 
receive full satisfaction at the hands of the community. An atti- 
tude, howevm*, of wholesale^'’ class co-operation wiih international 
labour groups may embarrass, if not altogether (‘iidanger, the eco- 
nomic progress of ihe countiy and thus indirectly yet certainly 
hit labour itself. That the workers of all classes should have a 
strong assurance that tlu'ir claims are being injpartiaJly and sym- 
pathetically considered and that all other means of improving the 
(‘.ondition of industry, ineliiding state Jegulation of production 
wherever necessary, are being resorted to is only reasonable. This 
can be secured by means of a body like the National Economic 
Council suggested later on in this pai)er. 

It is hardly nec'.essary to remind our labour leaders who have 
now^ established contact with all shades of labour opinion in ad- 
vanced countries that theie is no single universally accepted signi- 
ficance of tlio ])hrase ‘ exploitation of lalxiiir.’ Even in the most 
democratic and industrialised countries tliere is an insistent and 

24 M. Daud : Workers’ J)elej^ate at the Tliirteexitb Conference, 11)29. 
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powerful cry that labour is being- exploited. To attempt to avert 
exploiiation of labour by agiiating- for siaiidards of labour regula- 
tion which ai)proxiiiuitei to those prevalent in thoroughly indus- 
trialised countries is c alc ulated in the long run to defeat its own 
purpose and lead to assured * exploitation ’ of tlie backward nations 
at the hands of the advanced ones. This is especially true in the 
case of a country like India which has a government whicdi is 
very far yet from being a truly national^ governmert. Its ai>pa- 
rent^^’ Hupi)ort of the so-called intere..is of U\' capitalist^ the work- 
er, the consunu^r, and ihe tax-paycu* is not always unniixed with 
anxiety for Ihe interesis of Grc^at Britain. The stale in ^ndia. can 
hardly be rc'lied upon to play its role- as ibe sunreme dircH-ting and 
c*o-ordinating organisaiion for the ]>romoiioii of all legitimate 
national inlcwcvsts. The special treatment '>e(nred by flapan, a 
comi'aratively advanced CHnintjy, cjver the ciuedion of the adc)])tion 
of the "Washington c-onvention, is a significant instance in this 
]*es])ec-t. The devcdopnnmt of a sjnrit of class -ind giouii^^ loyalty 
at the sessions of the T.L.O. is of ominous significance from the 
nation’s standpoint. Tn industry as *ri iiolitics international co- 
operation ought to ho based on national autonomy and ])rogress. 
It is desirable, tlierefore, that the represemtatives of employers and 
employees should confer together with independemt and represen- 
tative national o])iiiion hc'fore they take np attitude's at Gcuieva 
or at any other constituent bodies that may he organised in future. 
Such o]»portiinities can be supplied only by the organisation of a 
central economic council for the nation. 

In the light of this analysis of the position of India in lelation 
to the I.L.O. the following suggestions are made not as parts of 
a full-fledged scheme but as a basis of discussion: 

25 Mr. N. M. Joshi, at the 1st British Coiuinonwealth Labour Conference, 
London, 1925. 

26 Sir P. Ginwala’s Speech in London after relinquishing presidentship of 
the Tariff Board. 

Export of the Government of Indiji’s Delegates, Seventh Session, 1926. 
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(a) Firstly, it is desirable to set up a National Economic 
Council in India to consider, among other questions of industrial 
and economic policy, this one of regulation of labour conditions. 
This body should be representative of all interests, viz., the pro- 
ducers, including employers and workers, the consumers and in- 
dependent experts. Heads of appropriate government departments^ 
should have seats on this lK)dy, and an official secretariat of the 
nature suggested by the })re8ident^ of last year’s session of the 
Indian Economic Conference should be organised. After full deli- 
beration resolutions should be adopted by the council. They should 
not, however, be binding on members organised as separate in- 
terests, nor on the national legislature. To afford opportunities 
for a comprehensive and informed discussion and to give a lead, 
rather than to* bind members by numerical majoiiiies should be the 
purpose of this council. As the council is to ] partake more of a 
deliberative than of an executive body its numbers should not be 
too narrowly restricted. 

(b) Secondly, the necessary and inevitable amount of latitude 
from the Geneva decisions should be claimed and availed of, with 
a view to promote the legitimate aspirations of national industry, 
which include in a democratic state the just aspirations of all 
classes. With a view not to detract from the international 
character of labour reform and on the contrary to consolidate the 
foundations of a lasting international co-operation in the cause of 
vsocial and national justice the proposal to organise special prepara- 
tory and auxiliary sections at Geneva and to hold constituent re- 
gional (ionferenees, e.g., an Asiatic Ijabour Conference should be 
supported. 

Whatever divergences in respect of social and economic de- 
velopment there may he between the different parts of India it 
cannot be maintained that in these respects the Indian States as a 


20 Speech of Mr. N. S. Subba Rao, published in the Indian Economic Journal 
for January 1930, pp. 669*60. 
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class differ substantially from the rest of India. It can on the 
contrary he borne out by facts that socially and economically the 
whole of India is one unii. How to devise the requisite political 
machinery to give practi» al expression to ihis unity and how to 
introduce it wiih the least injury to legitimate state interests is 
one of the most difficult (piestions facing constructive statesman- 
shi]) in India. Witli the many implir ations of this issue we are 
not (oncerned here With a view, hoAvever, to ])romcte uniformity 
ir lalxuir legislation wiibin the Iwiders of Ii lia ihe following pro* 
posal may be made : 

(c) As politically and economically the Indian Ptr tes form 
part of India, a fact which is empha used by iheir position in rela- 
tion 1o Ihe Tjoague of Nations, iheir representatives should be in- 
cluded in the National Economic Council. In particular the indus- 
irial states should be enco^iraged to co-oner +e with ihe rest of 
India in this respect. The resolutions of the Council will not be 
binding u])on them as ihey are not binding i:pon representatives 
of other interests. Any further integration, however, between 
the States and ihe central Indian gov 'mment, as for instance, in 
respect of tariffs and oth(*r forms of taxation, should in some 
measure be made conditional on the States’ accepting a defined 
position in relation to all-India labour h'gislation. The necessary 
steps in ihis direciion should be taken by open conferences in co- 
operation with the Political Department, rather than by tlie ‘ per- 
suasive ’ action of the latter alone. If a body like the Council of 
Greater India, suggested by the Simon Commission comes into 
existence the function of introducing uniformity of labour regula- 
tion within the borders of India should be one of the first topics 
to attract its attention. 

There cannot be any doubt but that the liCague of Nations, 
Ihe T.L.O. and other periodical and occasional international con- 
ferences, e.g., the World Economic Conference, that meet at 
Geneva do a lot of present good and hold even a greater promise 
for the future. We mnst not, however, ignore the tfact that 
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luaforially and psychcjlogically the world has not sufficiently ad- 
vanced^^ to a stage wliere iiniforniity of social, economic and })oli- 
tical conditions may wiili safety or justice be established. Much 
constructive work, therefore, to suj)]deinent Geneva action is neces- 
sary. The present ])aj)er is an aitempt to indicate how in respect 
of labour regulation in India such an endeavour may be made. 
Varied external for(‘es are at ])resent attempting to bring India 
within the orbit of their res])ective infiuenc*e. If then we are not 
to leave the internal tendencies of disconteni and disintegration to 
shape inio extravagance and disorder under pressure of ])owerful 
international pro])aganda a representative blconomic (Council like 
the one suggested in this paper must soon be established to help 
in the ])rocess of rational adjustment. International co-operation 
must be based on the development of international ])sychology, 
which is not likely to emerge in its Inn^thiesi form so long as there 
are avoida])le differences of political and economic status between 
nation and nation. 


29 M. Colijn (Netherlands) in ‘ The Economic Consequences of the League,’ 
Also Dr. Andress Hermes, in the same. 



REFLECTIONS ON THE THEORY OF 
DISTRIBUTION 

BY 

1’rof. S. K. Muranjan, 

KiinuitiL College, Dhatn'^ar, 

The objoct oi this paper is n^ere-y U) imlicaie some of the iiu- 
poitaut of (lisagreeuH lit on ^he theory of Distribution as 

pres(Hite(l l>y leading economists. 

I 

Jn his recent “ Reviinv of EcMiiiomic Theory/^ Dr. (Hannan has 
raised once nioi*(‘ doubts about the propriety of the traditional 
( lassifieation of the shares in the National Income under the 
heads — Kent, Inter(‘st, Wages, Profits. 

His grounds of opjiosition are briefly these. It is not condu- 
cive to definiteness to make these terms liear in theory meanings, 
which do not belong t^i them in ordinary usage and discourse. 
(dOd — 08.) The quantitative units in relation to whitdi the incomes 
from the several Agents of Production are exiiressed lack sym- 
metry (f3(M)). 

(a) There is no intrinsic distinction between income from 
I^ind and income fiom Cajiital. The “ original ])owers of the 
soil cannot well be distinguished from the other powers conferred 
on it by human labour and improvements, and their relative im- 
portance is insignificant. As for the element of “ indestructibility/' 
Ricardo himself abandoned it when he applied the Rent concept 
to mines. (241 — 246.) Although, again, the superficial extent 
of land may be limited, its productive power is capable of indefinite 
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improvement^ and disparities of quality hold good of all concrete 
embodiments of capital. (229; 2 * 67 — 39; 249.)^ The historical 
and social accidents which gave land its prominence in former 
times have ceased to exist. In conclusion, Ur. Cannan amalga- 
mates the two classical agents into Property, the income from 
which becomes interest wheui expressed as a ratio to its capital 
value. 

(b) Ur. Cannan next points out that the distinction between 
profits and the other shares is a needless confusion of diverse ele- 
ments pai'ticularly interest and earnings of management. The earn- 
ings of management can be distinguished from wages only by an 
unwarranted change in the basis of classification — from source or 
destination to the manner of earning an income (289) . To attempt 
to isolate an elemeni of rent in the earnings of management is also 
futile. To describe profits in the American way (Seligman, Princi- 
ples, lltli Ed., p. 355), as an excess over all expenses of production 
ijicliiding Interest and earnings of management is to call into exist- 
ence a metaphysical abstraction. (iM>8 — 12; 315 — 18; 358—02.) The 
existence of the small but independent worker presents another 
difficulty of the same nature. The dual basis of calculation in 
ordinary business practice — namely the turnover and periodic in- 
come-ratio to the aggregate investment — does not conduce to clear- 
ness in comparisons.^ The conclusion is that the only shares 
which merit attention in theory are Income from Jiubour and In- 
come from Property. 

1 See Cliapmau’s diatmction between evolutionary and non-evolutionary laws 
ot returns in industry (Outlines, ‘29th edition, Chap. *12) whudi Or. Cannan does 
not think much of. 

2 Consider Marshall’s statement in contrast “ . . . land has an ‘ inherent ’ ■ 
income of heat, and light and air and rain which man cannot greatly affect and 
advantages of situation, many of which arc wholly beyond his control (Principles, 
Sth Edition, 629). See also page 634 for original and acquired properties of land 
and their relative importance. 

5 Marshall, it will be recalled, speaks of the “ scientific necessity for treating 
differently profits and ordinary earnings when . . . discussing temporary 

fluctuations and individual incidents ” (Italics mine, 619-20). 
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Marsliairs concept of quasi-rent is described as useless 
in the exjdanation of distribution.’^ It is important to remember 
here that the distinction between shoit and long i3eriods with 
which Marshall cut vso sutu essfully the Gordian knot of the ’fheory 
of Value does not find a place in the thought oi Ur. Cannan. His 
sole preoccupation is with the law of normal shares in distribu- 
tion. The whole concept of ([uasi-rent, on the other hand, arises 
from the lack of <*orrespondence betwe oi short-i)eriod price and 
tlie normal ex])enses of jnodiiction at the margin and the inevi- 
tabh‘ analogy it suggests to ])rice determining the jent (see Foot- 
note, Princi])les, p. 424). This misamuo-standing ensues in some 
serious stateun nis. “ But Marshall’s princ’pel aim was always 
the exj)lanation not of distiibutitm but ({ values.” And again, 
'VVhethei- classification on this basis can be made useful in the 
(explanation of values is arguable, hut ii, would < ertainly be useless 
in the ('X])lanati()n of disiribution.” 

II 

The rate of remuneiation of any Agent of Production tends — 
wo are told — to ecpial the net product due to the additional incre- 
ment of it ap 2 )lied at the margin. This assumption of a specific 
product ascribable to any one ag(mt has not yet commanded uni- 
vtu’sal assent. Professor Taussig, it will be recalled, rejects it 
and makes his Theory of IJistribution depcmd on “ a basic and in- 
dej)endently determined rate of interest ” (Principles, Vol. 2, 19'5- 
Ibb; 2()(>-()l). Even with those who agi'ee with it, the further 
develoimient of the theory does not pxirsue the same lines. 

^ The notion of the marginal employment of any agent of pro- 
duction ” says the overcautious Marshall, “ implies a possible ten- 
dency to diminishing' return from its increased enij)loyment.” This 
tendency is then distinguished from the similar tendency to dimi- 
nishing return from land which is inevitable even when the increas- 
ed resources are ir ell -directed. Prof, Pigou is more definite on the 
importance of this law. The law of diminishing returns to in- 
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dividual factory of production is quite different from this^ and 
valid, not merely in some conditions, but, apart from a few un- 
important exceptions (P), in all. . . . The more of it there is, the 
smaller is the quantity of other factors, with which to co-operate 
and from which to derive assistance, that each new unit finds 
available’^ (Economics of Welfare, 704). Here again. Professor 
Taussig hesitates to accept this view (Principles, Vol. 2, 13). 
But it is arguable against him that after making a distinction 
between' increase of cai)ital along established lines on the one 
hand and inventions and improvements on the other, he tends to 
confound the tw^o. 

At this point, Marshall and Pigou part company. In foot- 
note 2, page 518 and foot-note 1 to })age 409, Marshall seeks to 
make clear how the a.ssujiiptioii of a specific pioduct is reasonable 
because a small change in the quantity of one factor is not likely 
to affect the productivity of otlier factors, in particular the factor 
of organisation. But Prof. Pigou redefines the net product in a 
manner which throws overboard this limitation. The net product — 
runs the statement — “ is equal to the difference betw^um Ibe aggre- 
gate flow of j)liysical product for which that flow of resources, 
wdien appropriately organised, is resj)oiisible and the aggregate 
flow’ of physical product for wdiich a flow of resourceKS differing 
from that flow by a small marginal increment, when appropriate- 
ly organised would be responsible. In tliis statement, the phrase 
‘ when appropriately (Mgaiiised ^ is essential.*’ The reason for 
this change is made (convincingly clear in the foot-note to Appen- 
dix 3, pp. 931-32, ]^/Cononiics of Welfare. 

It is true that this re-definition of net product occurs in con- 
nection with a discussion of the distribution of resources in general 
among the several productive activities of a, community — and not 
the a 2 )plication of an increased quantity of any single factor. But 
it is difficult to make out any distinction of principle between the 
two cases. We cannot consequently ])ostulate a tendency to 
diminishing return and base on it the iiossibility of a siiecific pro- 
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duct. On the contrary, as in the particular problem discussed by 
Pmf. Pigou, we must accept the probability that increasing re- 
turns or constant returns may give us an equality of net products 
at different levels (pp 114 — 30). Thus the critic is not al- 
together unreasonable when he says, The theory that people 
tend to receive as their remuneration the marginal net product of 
tlieir servit^es aniounhs, when analysed, to no more than that they, 
tend to get w^hat th(»y tend to get/’- 

111 

When wo pass on to ihe other side of the tlieo'y — tie relation 
between ihe demand-price and supply-price (d* an A.gent of Pro- 
duction, w e note a similar inc oncluHiveress. Marshall begins in- 
deed with w^ords w’^hich are a grave warning again^d/ seeking a 
close correspondence in th( theory of value vhen applied to com- 
modities and 1o the Agents of Pioduction ])articulurly labour. 

The keynote of this book ” says Marshall in introducing the 
Theory of Distribution, is in the fact that free human beings 
are not brought uy) t^i theii' wank c n the same ])rinci])les as a 
machine, a horse or a slave.” 

Yet, the final conclusion sounds different. . An increase 

of wages ” w^e read . increases the strength, physical, mental 
and even moral of the coming generation ; and that ... an increase 
in the earnings that are to he got by lalxiur increases its rate of 
growth; . . . there is a ceriain level of the demand-price which will 
keep them (vigour and numbers) stationary; that a higher price 
would cause them to increase and that a low^er ])rico wuiuld cause 

4 Bowe (Wages in Theory and Practic^e) criticises the theory from a different 
standpoint. While accepting marginal productivity as a mere background, he 
shows that the influeiK'e of the organised action of trade-unions after 1884 has 
determined the course of wages in certain industries far more than any other 
factor. He argues that wages in excess of the marginal product tend to evoke 
that productivity by putting the pressure on employers, a small percentage of 
permanent unemployment is therefore a sign of industrial health 1 
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tliem to decrease, Tims tlie quantity of labour and the number 
of labourers are made a function of the price paid tor this Agent of 
Production. 

As for any immediate increase in efficiency due to increase in 
wages, we may observe that it is a (onsequeiice of the general 
poverty of ihe world only; that after a certain standard of life Is 
reached and for the higher grades of work, efficiency loses its con- 
nection with income ; that the present advantages of high income 
in intelligence, culture, etc., will tend to disappear as education 
and other allied opportunities are made free of actress; that the 
quality and quantity of labour are matters predominantly of habit; 
that the hon-economic incentives in labour are very important in 
volume; that no definite statement can be made about the elasti- 
city of demand for income in general.^ 

As for the relationshij) between numbers and wages, it would 
be more accurate jo believe tliat in the past and to a large extent 
ill the present, non-eeonomic* causes, customs and institutions have 
determined birth-rates far more than variations in earnings; that 
the influence of economic causes has been observable on the nega- 
tive side only — in increasing death-rates — particularly among in- 
fants and in shortening life; that the s])read of birth-control among 
the lower r-anks of society will soon (le])rive economic causes of 


5 Economists lcn<l to^reyard tlic eflidcncy of the worker as a voluntary and 
conscious product of his will; they have spoken of the importance of organisation 
largely as a matter of the techni(|ue of production. But the light which Ihej 
recent advance of Industrial Pbychology has thrown on' 1 lie significance of Vocational 
Selection, Fatigue, Light, Temperature, Air, etc., makes it abundantly clear that the 
net product of labour could be made surprisingly larger by the adoption of many 
simple improvements which could evoke additional exertions without adding an 
iota to fatigue. For striking examples, sec, Prever : Industrial Psychology, Chap. 
7 ; Harrison : Psychology of Production, 87 — 89. For Vocational Selection, see 
Thouless : Social Psychology, 298 — .‘320; and Myers; Industrial Psychology. If 
efficiency is thus capable of a large involuntary and even unconscious increase, 
the concept of wages as the return to marginal efficiency becomes still more 
vague, 
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their present power over the mimhers of a large section of the 
world-population*! 

Henderson is more wise when he says, Experience has at 
least destroyed the view that there need be, or even is in Western 
countries, a relation between real wages and the numbers of 
people so (dose and direct that an improved standard of living 
must be temporary only, doomed to destroy itself by the increased 
])opulation it engenders. One may })erhai)s go further and say 
that it is doubtful even in what direc'^lon changes in remu- 
neration will influence the ag*gi\'gate supply of labour ” (Supply 
and Demand, 14G-47). The last sentence is na^mularly 

71 ote worthy. 

E(iually surpi'ising is th^^ attconjd of Marshall io force 

tile supply-price of Ca])ital into the fiame oi his Theory 
of A^alue in which ihe forc(.s o^ suppj’^ and demand are 
made to jday in ilie long-run co-ordinate paii-s. Says 
Marshall : 

We have seen that the accumulation of wealth is governed 
by a great variety of causes: by custcm, by habits of self-control 
and of I’ealizing the fulurc, and above all by the nower of family 

affecti(>n : security is a nec(*ssarv condition for ii, and ihe ])i*ogress 

of knowledge and intelligence furthers it in many ways. Dut 
though saving in general is affected by many (;au8es other ilian 
the rate of interest ; and though ihe saving of many people is hut 
little affected hy the rate of interest; whih^ a few who hav(‘ deter- 
mined to secure an income of a certain fixed aniouni for themselves 
or their family, will save less with a high rate fhan with a low 
j’ate of interest : yet a sirong balance of (‘vidence seems to lest 
with the opinion that a rise in ihe rate of interest, oi‘ demand- 
price for saving, fends to increase the volume of saving.^’ A 
little further, it is pointed out that these changes in ihe volinrui 
can take place but very slowly. 

We need not here examine the psychological foundations of 
what has been called the law of future estimates. It is clear 
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tlie conclusion of Marshall rests on the ground that psychological 
fonies like the fear of old age and inability to earn, the social and 
other compulsion to make provision for future expected contingen- 
cies, fear of destitution of children before they are set on their 
legs, the n)iser's transfer of interest to the hoard itself, mere 
emulation and pride in accumulation, etc., are in the aggregate of 
less importance in the mind of the representative saver than mere 
family pride which desires to assure a perpetual economic status 
for the family. In contrast, we may cite here the opinion of 
Weiser (Allan & Unwin, Social Economics, pj). 36 — 39*) who 
makes a distinction between the “model social economy “ and 
the “ weak econoiny in the latter of which alone the under- 
valuation of the future is present. “ The ])ower of social custom ’’ 
says he, “ is now siiflicient in most cases to hold within bounds 

all such luxury as is bound to endanger future well-being 

Altruism carries the day against egotism . . . One may thus safely 
say that it is a sound maxim among all peoples of normal develop- 
ment to appraise alike the present and the future.’’ The social 
determination of individual action is indeed the central them© of 
social psychology and ethics to which the non-English economists 
are giving a just luominence. 

l^rof. Taussig, as noh*d already, makes this time-])reference 
the corner-stone of his Theory of Distribution (Principles, Vol. I?, 
pp. 21-22; From this . . . improbable.” Pp. 2t)^27). “ The chief 
evidence ” he says, “ of such a fundamental supply-price has been 
found in the steadiness of the rate of interest during the modern 
period (Ibid., p. 201). Against this, we may set the conclusion 
of a thoiough psychological analysis by Professor Dickinson, who 
is a thorough-going behaviourist (Harvard, Economic Motives, 
256 — 258; 268^69). “We therefore look upon providence as a 
growing thing and time'-preference avS varinhie with time, place, 
and geography, but tendtng to dimmish in any people whose native 
learning capacity is high. Risk, however, may increase except as 
far as the actual hazards .... are reduced by collective actioa , . » 
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^ot merely growth of knowledge, but positive propaj^nda is likely 
to mise the general leveil of providence 

Henderson is again more cautious in his (.'onclusion — “ It is a 
matter of legitimate douLt whether it is necessary to pay interest 
to secure a supply of capital; there is no doubt at all that it is 
necessary to charge interest to limit the demand for it . . . There 
is no need to be dogmatic upon any of these points. The psy- 
chology of saving is both complex and obpcuie. Our conclusion must 
be the negative one that we have iiisutficien! evidence to warrant 
the assertion thai the particular rate of interest which happens 
to prevail is a measure of the sacritice involved in saving even in 
the%ase of what we might regard at the ‘ marginal saving/ And 
if we cannot assert this, we must be careful not to assume this 
a.s the basis of other arguments, oi as part of the general analysis 
of pi*i (!0 or exchange value (Supply and Demrnd, 180; 184). 

IV 

The fact that the piodiuitive power of man lias increased enor- 
mously in the course of history and that even with reduced exer- 
tions his produce is today very many times greater than it was 
brings into the foreground .another important problem of distri- 
bution, namely, the changes in the absolute shares of the Agents 
of Iboduction and their relative shares in the aggregate output. 
For the sake of simplicity of argument, we shall adopt the two- 
fold classification of the co-partners in production suggested by 
Dr, Caiman, to whom we owe also the prominence given to the 
present aspect of distribution under consideration. 

The propositions we have to consider in this connection are 

two: 

(1) The absolute share in the aggregate output of either 

6 It will be recalled that Prof. Pigou regards this time -preference as ‘ irrational ' 
and presumably as likely to disappear with the advance of the species. See also 
Smart, Theory of Distribution, pp. 206 — 209. 
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Property or Labour will increase if the elasticity of demand for the 
services of either is greater than unity. 

(2) The relative share of either Property or I^abour will in- 
crease- if the elasticity of demand for the services of either is 
greater than the ratio of the aggregate outi)ut before the- change 
to the share of that out])ut enjoyed ])y the other Agent — which is 
of course always greater than unity ( hhamomics of Welfare, Piirt 
b, Chap. 8, vSec. 8 and i:articularly Foot-note to p. 710). 

To take uj) the first proiM)sition. “ Where two factors ’’ ar- 
gues Pj'of. Pigou, “ ar(* partly co-operant and partly rival, an iu- 
(*rt‘ase in the (quantity of the one will augment the rewaid per unit 
and therefore, the absolute share of the dividend, enjoyed bj^the 
other, if the redation of co-oi)eration between the two factors is 
more imiiortant than the relation oi rivalry . . . The question is 
.... not one to which an a piiori answer can he given ... If we 
consider realist i(ni]ly — and, of course, when what is contemplated 
is a general increase in the supply of waiting and uncortainty- 
lieariiig, we must imagine the new supplies to be used in an all- 
round addition to the existing capital instruments — it is a^jparent 
tliat tludr work is mainly co-operant7 .... It is not, in the pre- 
sent conditions, practically jiossible that a (*ause other than inven- 
tions and improvements . . . operating to expand the national 
dividend by incr(*asing the siqiply of cajiital generally should at 
the same time lessen the real income of labour.^’ We may, for 
the present, grant the argument as to the (dfect of an increase of 
capital. 


7 This concluKion will l>e ivae — if the elasticity of demand for the commodities 
to the production of wdiich larger capital is applied is very high or if the clieapnoss 
of one claBH of commoditicB meatm an increased demand for others’; or granting 
that the elasticity of demand for income in -terms of effort-price is less than unity 
(an assumption wliich we find frequently made by Pigou especially in dealing 
with the effects of taxation and which is logically not verifiable) if the increased 
leisure means a corresponding employment of others; or if the now capital is 
only slowly introduced. 
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jPigou's conclusion regarding ihe elasticity cJ demand for 
labour raises more difficuliies. We are told that there is a certain 
field of personal service in which labour requires no aid from other 
factors (note the implic ‘ liion that * personal services * always or 
on the whole augment ei onomic j)rodu''*tivity) that on account of 
an increase ot labour the reward per unii of (‘apital and conse*- 
quently the qiianiily of savings and investments fi'om abroad will 
increase that the increase in the .national ilWidend du^^ to incre^^sed 
supplies of la])oui will augment the («q)acit ’ to save. Hence 
concludes Pigou, the elasticity of ih(» aggregate demand for 
llritish labour is greater than the elasticity of that pa’t of the 
denp^find which depends on Jlritish cnpilid alone. Ti is indeed so 
much great(M (?) that, with an\ reasonable as-*um))tion as to this 
latter elasticity, the elasticity of ^he aggieeate demand is jiracti- 
cally certain, from the stand] iiint of e long ]“uiod, wliieh is alone* 
in question here, to be immoiisely larger than unity.” Here 
is a statement which r(‘(iuires further examination before it can 
bo acceiited as a sound basis for economic theory (p. 712). 

To consider iio\^ the* second proposition. Tl is clear from it 
that, the larger the share of the aggregate output whi(*h an Agent 
already (*njoys, the larger must be the elasticity of that Agent 
it it is to I'otain oi increase its relative share of the outjnit. This 
conclusion hec()m<*.s very intojesting in the light of the follc^wing 
estimate made by l)i . (^Viiman and largtdy borne out by American 
and English Statistics of the* relative position of Property and 
Labour. 

” Tlio measurement of the percentage deduetc^d from the total 
tor shares other than earnings is also surrounded by difliciilties, 
but it would b(» sim])l> grotesepu* lor any one to suggest that 
changes in the jieicentage of deductions can, in fact, have had 
anything like as gicat an effect on the gcmeral Icwel of (»arning8 
as the change in the iiroduotiveness has had. A not unlikely es- 
timate of the jiercenfage of deductions in modern times is 35 per 
cent leaving G5 per cent for earnings.” 

F. 15 
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It' this estimate is in the neighbourhood of triit]), then, th6 
elasticity of the demand for labour must exceed i.e., must be 

more than 2.8 if it is to rcdain its present relative position in the 
distribution of income. It is on the very lace of it improbable 
that the elasticity of labour can be anywhere near this high figure. 
If the rate of increase indicated as safe by this figure were actually 
to come into existenc e in the siip])lies of labour, the level of earn- 
ings would fall down veiy quickly indeed. We may therefore 
expect that in the absence of any inventions and discoveries, pro- 
perty will imj)j*ove its ijositicm at I he expense of labour if the 
latter continues to inc;rease and the former remains constant or does 
not increase at the same rate. But as a matter of fa(‘t, the improve- 
ment in the position of i)roperty may set in motion the forces of 
accumulation to a certain extent and restenv or establish an 
ecpiilibrium not much clilfereni frmn the one whicdi it will displace. 

A furtluu* step in fliis inepury would l)e to ascertain the nature 
and permanence of the fojoes which determine ibis (‘cpiilibrium 
in distribution in eiu^h j>avii(*ula.r ctomm unity and the woild-com- 
munity as a whole. 

An adeejuale ans^Acr to this question would requiie a very 
elaborate^ iiicjiiirv, h’or <he ]>resent pmpose, however, we must 
content ourselves with a few gcmeral statcuneiits. The e((uilibi‘ium 
will dcq)end on the puttc^rn of the distribution of incoine^ — not 
among the Agents of Production — but among the individual mem- 
bers of the ciommunity who receive* and dispose of the aggre^gate 
income. In other words, it wu’ll de])c*nd ' on the distribution of 
natural ability and intelligenc'e, wdiic h cause* unexi)ectc*dly huge 
variations in the earnings of persons^, on those laws of inheritance 

S Prof. Taussig has boiuo jnieresting roinarks to make on this question 
Vol. 2, j)p. 130 — IBl. J3ut he takes no aid from the re(3eni advances of Experimcujtal 
Psycliology in regard to measurement of ‘ intelligence ’ or general ability 
and his discussion is inconclusive. The irmate inG(|nalities*making allowanc’es 
for all special circumstances of each inquiry are revealed to be unexpectedly wide. 
See the books already mentioned. 
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and other so<!ial institutions whieli either concentrate or diffuse 
wealth; and on those customs, habits and national character, etc,, 
which make one x>co]>]e Frugal and another pi^odigal. A scientific 
in(juiry into these facts would surely reveal that, beneath all the 
eddies on the surface of human life, tliere is a remarkable oonti- 
unity and stability in the econonnc texture of ev'^ry society from 
decade to decade and «(meration to ^eueiatioii. These subjective 
and objective for(*es together witli the c\t. restless and unsatis-' 
fied spirit of iTn-ention ami discovery liav**' determined that flow 
of the stream of ca]ntal which takes but little acco’mt af economic 
incentive and prow's and ever <>to vs in s’mmuI and volume ; and 
which consefjuenlly ensures a larpe shar*' foi* labour. 
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BY 

V. L. D’Souza, 

Professor of Economies, University of Mysore, 

1. Essential Postulates and Preconceptions of Clark’s Theory. 

Professor John Bates Clark is the most distinguished of 
American economists. He has made the most original and strik- 
ing contribution to economic theory from the other side of the 
Atlantic. He ranks among the three or four great theoretical 
economists of the twentieth century. Professor Haney calls him 
the greatest constructive general theorist that America has yet 
produced/^ while Professor Seligman says ihat his writings have 
earned for him the reputation of being one of the five or six 
great Anglo-Saxon theorists (»f the nineteenth i*entury, putting 
him on a level Avith Ricardo, Senior, Mill, Jevons and Marshall/’ 
Clark’s teaching is embodied in three important books. 
The Philosophy of Wealth ” (1885) which though not a 

systematic treatise upon economic theory reveals the basic ideas 
and the main trends of his thought. “ The Distribution of 
Wealth ” (1889) on which his reputation chiefly rests contains 
an exposition of static economics and incorporates the main body 
of his contributions to economic thought. “ Essentials of Eco- 
nomic Theory ” (19<)'7) was intended to round off and (•om])lete 
the Political Economy of the nineteenth century l)y an examina- 
tion of the laws of progress and the Avorking of dynamic societies. 
The project however could not be carried to completion and in 
the meanwhile he offered in the ‘‘ Essentials of Economic Theory ” 
a brief and provisional statement of the progress of industria)]. 
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societies. Paul T. Homau summing: up the writings of (-lark 
says Clark may well be supposed to have reached the high peak 
of the development of economic principles by the subtle elabora- 
tion of logical processes. The question now is whether economic 
truth is to be arrived at in that way.” 

The difficulty that faced Clark in his search for general laws 
was that tlie method of experiment which is available to the 
natura!l scientist ^vas debarred to Ibc economist. Ho was 
(*omi>elled, therefore, like his predecessors lo use the method of 
deduction. The scientific validii^v of the system that (fiark built 
up depends t^ a very great extent on the assumptions and postulates 
wdiich form the basis of that >iystem. 

The starting point of (lark did not differ materially from 
that of the classical e(*oiiomisis. The essential postulates of his 
system are similar to those of Ricardo and his immediate follow'ers.^ 
Private property is taken as the basis of social institutions. 
Individual freedom is assumed to be unrestricted and unham])ered 
and active (tompetitioji is assumed to have full sway in all g^ainful 
occupations. State interference in economic affairs is regarded as 
being confined to the essential functions of protecting pr()[)erty, 
enforcing contracts and maintaining competition. Tjabour and 
capital are deemed to be mobile and capable of transfer from 
place to place or from industry to industry in response to jmscu- 
niary stimulus. Economic, activity is conceived to arise from 
motives to satisfy w^ants. 

Though the premises of Clark’s reasoning are similar to those 
of the classical economists he discards the traditional divisions of 
Political Economy into production, distribution, exchange and 
consumption. To him they are not distinct divisions. The 
production of wealth as it is carried on in organized society is a 
l>rocess which embraces both exchange and distribution. The 

1 Vide The Distribution of Wealth, pp. 3 — 9, 69, 150, 269; Essentials of 
Eeijlomic Theory, p, 89. 
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three may be naid to be asi)ectH of a large process which (taniiot be 
H(*leJitifi(*ally subdivided. (Concretely under exchange the values 
of commodities are dealt with, and the laws which determine the 
value of commodities also determine the distribution of social 
income among producing groups, among sub-groups and hnally 
among the factors of prodindiou within ea(‘h su})-gi‘oup, I'hc wliole 
of distribution as well as the whole of exchange may be included 
within the organized process of producing wealth. On the other 
hand (‘ojjsuinptioii is a strictly individualistic process. Food is 
produced co-operatively but is (consumed by each man for himself. 
Production' is a ('ollecdive operation : it is org^anized. (^)nsumx>- 
tion is an individualistic operation : it (‘onsists In the use by each 
man of what society lias produced for him. The one process is 
pari of social economy and tlie other is not. But iirodnction and 
(M)nsumx>tion are eniiiely co-ordinate: man acts on nature in the 
former and nature acts ou man in the latter. Alan modifies matter 
by production and mat ten* modifies man through (‘onsumption. Brief- 
ly in jiroduction man cicatcvs wealth and incid(*ntal to the creation 
of wealth are the trading and sluiring pro<»esse9 that are technically 
termed as exchange and distriliution. In coiisumiition man uses 
in an unorganized way the sAealth that has been produced by 
organized society. Hence production and c'onsumf)tion exhaust 
the whole economy and constitute tlie whole economic jirocess. 

2. Distribution and the Natural ” Divisions of Economics. 

(dark draws attention to three distinct kinds of force working 
together in cc'onomics. To study each of them BejiarateJly is to 
resolve economic science into three divisions, the boundaries of which 
are not artificial but are drawn by nature. The three divisions are 
— firstly, the universal iilienomenon of wealth the laws of which 
may be discovered by studying the x^rincixiles which govern the 
life of an isolated man; secondly, sociiail economic statics disclos- 
ing laws operative in a changeless society; thirdly, social economic 
dynamics in which the laws governing the processes of soci^rl 
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change are unfolded. In ClarK^s words, “ UniversaJl phenomena, 
static social phenomena and dynamic social phenomena are the 
subjects of the three di’-dsions of ecojioniic science.’’^ 

The universal laws which form the first xUvivsion of economic 
scieiK^e act in the economy of the most advanced state as well as 
in that of the most ptimitive. They are found to exist in isolated 
economy and also in social economy. 'Ihc producing and consum- 
ing ot wealth are always subject to tl)(; me genei-d conditions 
and possess the same distinguishing marks. 1/riefly these 
univej’sal principle aie the law of diminishing letums Mie distri- 
bution of ctlbri ])etvveen present wiMits and future wants, the law 
of diiniji ishing* utility and the piiiH-i])lo of final or marginal utility 
which governs production. Of these the hrst is a physical law 
and the remaining are psy( lioh.gica', and ‘11 of them together 
lorin the basis and foundation of tlie completed logic.al siructure 
ot Ih^unomics.'* 

The second division of the science is concerned with the 
discovery and elucidation of static* biws. Says T. N. Carver, 
“ Orn* of (daik’s sj)ecial conliibulioiiB to economic th(*ory is his 
(dassilicat ion oi the (■onc(‘])t ol a static condition. Instisul of 
being a mere useless abst laction this cojicept turns out to be one 
ol the most i)rodu(dive ideas ever introduced into eiionoinic 
discussion.”'^ In ” The Distribution of Wealth ” (’lark confined 
liimseli solely to the study ol statics social phenomena. (Jlark 
was !iot the originator of the conce])t of economic statics. The 
term ” natural,” as used by classical economists in connection 
with standards of value, wages and interest was consciously or 
unconsciously emi)l<>yed as an equivalent of the term “ static.” 
In fact tlie Political Economy of the century following the publi- 
cation of the ” Wealth ol ^Nations ” dealt almost entirely with 


2 VirJe U. of w., p. 33. 

3 Vide Hoinan, (’ont.ern])orary Kconouiic p. 50. 

4 Econonne EsHays in Honour of J. B. C-lark, p. 29. 
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static problems. It sought to obtain laws which fixed thd 
“ natural ’’ prices of goods, the “ natural wages of labour and 
** natural interest on capital. What was “ natural in 
Bieardian theory l)ecame “ static in Clark’s theory so that the 
two terms may be taken as synonymous.^ The classical economists 
did not work out the “ natural ” standards of values and the 
“ normal ” rates of wages, interest and profits with logical 
(^ompletf^ness. And as Clark observes ‘‘ Far more than classical 
economises were aw’are of is involved in a thoroughgoing study of 
wliat they called natural values/ 

Slatic standards of rates, as Clark conceived them, are 
identical with those which would be realised if a society were 
perfectly organized but were free from the disturbances caused 
1)y the march of progress. The static- condition of ecionomic 
society with which Clark primarily interests himself would ensue 
“ if lalxmr and capital were to remain fixed in (quantity, if 
improvements in the method of production were to stop, if the 
consolidating of (aipital were to cease and it the wants of consumers 
were never to alter. The aim is to show the rates to which the 
prices of foods, wages of labour and interest on (apital would 
conform if the changes that are going on in the industrial world 
were to cease. 

A static society, how’ever, is never found. All real and 
natural societies are dynamic. Change and progress are apparent 
everywhere and economic society is constantly assuming new 
forms, discharging new’ functions. Because of the continual flux 
and change the rates of prices, wages, interest to-day are not 
wliat they wdll be ten years hence. Yet the conclusions of a static 
theory are not invalidated. However stormy may be the ocean 
there is an ideal level surface about which the actual surface 


6 EssentiaJB of Economic Theory, p. vi. 

6 Vide T), of W., p. 29. 

7 Jhid., p. vi. 
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fluctuates. There are likewise static standards to which acttial 
values, wages and interest tend to coniorm, however disturbed the 
markets may bo. use one of Clark’s similes. Just as a 

penduhim is now on one side of an imaginary vertical line and 
now on the otliei so also the a(‘tnal prices are now’ above thcf 
standards and now’ below’ them. 1'lie vertical line o,oincides with 
the position the peuidiilum would take ii il. w^ere under the influem e 
of static forces only. Similarly the standards contorni to the 
prices which would be established if all changes in the market 
were held in suspense. A static condition is thus an equilibrium 
of forces. 

Forces of progress and ertocts o'*' change form the subject- 
matter of the third division of economicvS which (-lark calls social 
and economic dynamics. To influenees tliat \vould act if society 
were in a statici or stationary vstate are added those which act if 
society weiu' in its natural condition of movement and disturbane.e. 
The second set of influences will supply what a static theory 
definittdy puts out of consideration, iictinely, all those changes that 
alter the mode of production and affect the structure of economic 
socdety. Clark discusses four general changes that are going on 
within tlie producing organization and he expects that ike 
resultant of them w’ould be a betterment in which all classes 
w^ould share. These changes are : population is increasing, capital 
is a(*cuniuluting, technical meihods are improving, and tlie 
organizalion of pi’oductive establishments is perfecting itself 
while over against these changes in industry is an evolution in 
the wants of the individual consumer wlioni industry has to serve.® 
Economic dynamics is the most fruitful field but a knowledge of 
static law is needed as a preliminary to a knowdedge of dynamic 
law. He says that as is the case iu mechanics, the IV»rees of rest 
must he known before those of movement can be undej-stood. 

Clark’s treatment of the dynami(j aspects of oc'onomic theory 

Vide Essentials of Economic Theory, Ch. 12. 

F. lb 
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is brief and tentative. His own work was mainly confined to static 
analysis. Tbe promise to ofier a volume on economic dynamics 
and the laws of industrial progress held out when The Distribu- 
tion of Wealth ” was published in 1899 was never redeemed. 
HLs Philosophy of Wealth ’’ (1885), however, is a study which 
contains many elements of a true economic dynamics and marks 
out territory which Avas not traversed by his predecessors. In 
his ‘‘ Essentials of Economic Theory ” (1907) he made a belated 
attempt “ to otfer a brief and provisional statement of the more 
general laws of progress.’' 


3. Specific Productivity Theory ef Distribution. 

The (dassieal doctrine of diminishing returns on land was 
extended to labour and capital by Clark and therein lay his chief 
contribution to the marginal theory of distribution. Ricardo and 
Mill studied the efiect of the application of a dose ” of labour 
and capital to a given piece of land and thus the only variation 
consisted of the (juantity of laimur and (’apital on the one side 
and quantity of land (ui the other. But the quantity of capital 
only was not varied hi ]*elation to a fixed (juantity of land and 
labour, nor was the quantity of labour in relation to a fixed 
(piantity of land and capital. But Clark conceived the idea of 
varying the quantity of each of the factors wdiile holding the other 
two constant and fixed. Thus the yield of each factor, land, 
laboAir or capital was brought \inder the principle of diminishing 
returns and as a consequence the return or remuneration for each 
factor was related to the marginal productivity of that factor. 
All the units of a giAcn factor are assumed to be uniform and 
interchangeable. Variation of the units of labour by one gives 
the marginal productivity of labour which in its turn fixes the 
wage rate. Similarly variation of the units of capital establishes 
the marginal productivity of capital to which the rate of interest 
corresponds. 
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Clark, however, measured productivity in terms oi physical 
units. Yet many kinds of commodities are produced and for 
purposes of the exchange of these commodities they must l>e 
reduced to common units of va!lue. The margin of production 
for labour as weU as capilal runs through all industries and the 
marginal output of a dose of ca])ital or of labour can best be 
measured in terms of value. Thus the usefulness of a worker to 
an employer is measured not in terms oT the benefit which he 
(‘onfers upon ihe concern but in terms of the money addition 
which he makes io i hc inc onie of the concern. 

(dark’s ireafmeni of the supply si^e of distrilnition was 
inadeipiate. (dark assumes given sin)plies oi labour and capital 
and ilien measures the addition made to the total product by one 
extra unit of laboiu* or capital. Ho takes f(»r granted a ceHaiii 
quantity of ciudi of the agents and then studies the effect on Uie 
total output of successive incienienis of e{c*h of those factors, 
(dark does not go into the (juestion as to how the supply of the 

factors is obtained and how they li.ppen to be combined in the 

proportions in which they are actually found The supply of 
labour and capital is taken as given and as already existing in the 
present forms and quaiiiities. But in real life and also for 
puiposes of ecoijomic analysis the determination of supply is also 
an essential factor in price fixing. The supply of a factor 
is not, as (Jlark seemed to assume, a passive affair in which any 

(|iiantity Avill be offered irj*esponsiv0 of price. The supply of the 

factors is a function of price and the supply varies as the price 
varies. The contnbution of Clark to the theory of distribution is 
analogous to the contribution of the Austrian school to tlie theory 
of value — the demand schedule for labour and capital based on 
marginal productivity of the factors in the case of Clark, the 
demand schedule based on marginal utility in the case of the 
Austrian school. Clark argued as though the relative supply of 
each factor were a matter of caprice and unaffected by the price 
paid for it. He did not realise that supply would depend upon 
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and move in reiSi)onse 1o tlie return made for tli© marginal unit. 
Jf tlie cdiange in the remiuieration of labour or capital altered the 
supply also would alier and along with it the marginal produc- 
tivity of the factors. To (iomplete Ihe theory of distribution w© 
must carry the analysis beyond the stage of maiginal productivity 
reached by (larh : we must construct supply schedules of the 
factors and study the cfCccts of varying sets of supply schedules.^ 
Further the determination of the separate and specific pro- 
ductivity of the different co-operating factors offers a serious 

difficulty. Tn fa('t it is tlie crux of the problem. What is the 
meaning of the assertion that out of the distribution of a joint 
lu'oduet the .different jiroductive agents receive the ])recise 
equivalent of the value which they have (*,ontribiited? Can this 
precise prodiudivity be arrived at otherwise' than by sheer reference 
and appeal to what they get-^ Production goods and capital 
instruments are complementary and no separate and specific, 

significance can be asciibed to any one item. The increase in the 
])roduct may be due not so much to the new item as to tlu', 

togetherness ’’ of all of tlic co-iqieiating factors. Sa>s 
Davenport, ‘Mn tlie competitive economy all possibility of 
ascription ot a single productive significaiice to any pro-ductivo 
item disajipcais : the entrepreneurs being different in equipment 
and in degrees and kinds of skill, each item has as many different 
lU'oductive potentialities as there are different productive 
complexes. There ('an, therefore, be no one degree of productivity 
assignable as the specific productivity of any paidicular item; 
and there is no warrant for supposing that the hire paid by the 
successfully liidding entrepreneur coincides with cnen his own 
appraisal of tlie prospective increased efficiency of his productive 
(!omplex.*'io The fundamental error in the analysis is traceable 
to the assumption that the marginal utility analysis which is 

9 Vide Economic Essays, Elasticity of Supply us a Determinant of Distribu- 
tion by P. H. Douglas, pp. 70 — 118. 

10 Vide Davenport, Value and Distribution, Ch. XXII, p, 476. 
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uppHc^able to individual man ran be carried over to society as a 
whole and also that the method of conipetitio-n valid in the case 
of consumption goods can safely be applied to production goods. 

J. A. Hobson, the author of ‘^Economics of Distribution 
also attacks the notion ihat it is possible to isolate and measure 
the separate productivity of anyone of the factors when applied 
as doses or incronients. He denies that any entrepreneur, e.g., 
a fanner, deciding 1o employ a fifth labourer can properly regard 
the resulting increase of product as representing the specific 
l)ro(luctivity of the fifth man. For in the first place, it may 
liappen that by tbe addition of the fifth im a the lU'w product is 
less than five-fourths of the old pr' due^ thereby showing that the 
employment of tin.- fifth man who by assumption is as productive 
as the others and on that account is paid th^* same rate as the 
others has lowered the (‘ffectivoness of each of the other men. 
Secondly, the increase in product may be attributed not so much 
1o the exertions of the fifth man as to the util i /nation of a fraction 
of the marginal ability of tbe eTnplo;>er which had hitherto run 
to waste. Thirdly, as it usually happens tbe doses a])plied are not 
doses of laboui' solely but doses which individually consist ]>artly 
of labour, ])artly of capital and partly of land. The dose is 
thus f\ land-labour-capital composite and tbe increase in product 
is to be aitriliuted to the composite dose and not to any particular 
part of it. 

4. Shares in Distribution, Funotional, not Personal. 

While the atlertion of economists was centred on the marginal 
utility theory of value, Clark was making a scientific attem]>t 
to apply the concepts used therein to the problem of distribution. 
In fact Clark followed out and completed in the theory of distri- 
bution a body of doctrines which had already found acceptance 
in the theory of value. His efforts were directed to discovering those 
natural laws which apportion the income of society among 
the different claimants. The main thesis of his Distribution of 
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Wefilth ** was to show that the division of the income of society 
is controlled by a natural law, and that this law, if it worked 
without friction would ^ive to every agent of production the 
amount of wealtli which that agent creates. His study amounts 
to an analysis of functional distribution, that is to say, the agents 
of production obtain an income in accordance with their per- 
formance of certain productive functions in the e(*nnomic organi- 
zation. It lias no concern with personal distribution which is an 
examination of the claims of individuals as distinguished from 
inanimate agents upon the social income. He thus propounds 
his main thesis, “ Where natural laws have their way, the share 
of income that attaches to any productive function is gauged by 
the aclual product of it. In other words, free competition tends 
to give labor what labor creates, to capitalists what capital 
(treates, and to entrepreneurs what the co-ordinating function 
(•Ideates. The entire study of distrihution is, in this view, a study 
of specifics production. It is an analysis of the wealth-creating 
operation, and a tracing to each of the three agencies that 
together bring wealth into existence of the pari which it separaie- 
ly contributes to the joint result. To each agent a distinguish- 
able share in production, and to each a corresponding reward- 
such is the natural law of distribution. 

A(*cor(ling to Clark distribution has three stagevs: the division 
of social income among various groups of industries, secondly, 
among sub-groups in each industry and thirdly, among the factors 
of production within each sub-group. The first two processes are 
controlled by the market price of the articles produced while the 
last process is governed by productivity, labour and capital 
tending to get wliat each separately produces. The last process 
is the stage at which functional distribution takes place. 

Wages in a static state are the specific product of labour. 
In order to distinguish the specific product certain technique has 


J1 Vide T>, of W., p. 8. 
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to be adopted. For all appliances of production there is an 
extensive margin of utilization as well as an intensive one. These 
two margins constitute what Clark calls a zone of indifference, 
because an employer has no inducement in the shape of increased 
earnings to take new men into the zone or discharge some men 
that are already there. The product of labour on the zone may 
be measured and the measurement is the natural standard of wages 
for labour. All units of lalx)ur will. paid the same rates as the 
marginal units, that is, those employed on the zone of indifference. 
All luiits are interchangeable in the sense that if a labourer 
engaged in an essential task w<%re remo^red the remaining workers 
would he shifted in such a way that the essential task would be 
doiie and the least essential would be left undone. Thus the 
effective importam‘e of oue miit of labour is no more and no less 
than that oi any other. (Consequently one unit of laboui* will 
not be paid more or less than another and all units will be paid 
a(>(X)r(ling to the product of those engaged on the zone of indifference 
in performing the least important ta^k. In a word finail produc- 
tivity governs wages. 

(Uaik regards labour as a permanent force — a fund of human 
ejiergy that never ceases to exist and to act. Men are perishable 
•but laboiiT' is permanent. It is represented today by one set (d‘ 
men and tomorrow by another but labour as a fund — social labour — 
is permanent and self-replenishing and lives by jierpetual trans- 
feren(‘e from one set of concrete embodiments to another. In a 
static society the units of social labour which have the capacity 
to move to any point in response to pecuniary stimulus will have 
completely adjusted themselves and no further movement is called 
for. There is mobility without motion. The result is that the 
pay of labour in each industry tends to conform to the marginal 
product of social labour employed in connection with a fixed 
amount of social capital as such. 

Caiiital like labour is permanent as well as mobile. Capital 
and capital goods must be distinguished. Capital is a fund of 



V. L. D* SOUZA 


m 

productive wealth while capital goods are the concrete appliances 
of’ indiisiry : the foiiner is pernuiueiit while the latter is perish- 
able, the former is mobile, the laiter is far from being so. The 
fund of capital originates through “ abstinence but is self-sus- 
taining and self-])eipetuating because it (ueates a ]>roduct with 
which to replace instruments as they become worn out. 

The income of (*a])ita.l is interest. The principle of diminish- 
ing returns and specific i)roductivity as in the case of labour coines 
into full ])lay and the action of tin' ])rinci])le is tested by the device 
of adding or subtracting an increment of capital in an otherwise 
changeless situation. Subtract the total i)roduct of th(‘ combina- 
tion re-inforced by the additional unit of capital from that of the 
combination without the addiiional unit and the result Avill show 
the actual product of the final or marginal unit. Under stafic 
assunq)ti(ms the units of capital are iiiterchangeahle and every 
unit will tluu’elore he cciually ])roductive over the whcde field of 
indusiiy. The interest fherefore is measured hy the s])(M*ific 
j)i‘(>(bud of that unit of capital ’which for the lime being is a])])lied 
at the margin. Perfect adjustment of capital and labour ibrougli 
the interplay of free coinpetition and cHM)nomic stimulus having 
l)een reached there is no furtlmr movement. l^verything is in 
balance and eciuilihrinin has been reached: there is mobility ot 
capital hut not movcmient of capital goods. 

(dark drew" a sharp distinction ])etw^een capital and capital 
goods hecauise propositions that are true of the one are not true 
of the other. The earnings of capital goods are rent while the 
product of capital is interest. Make an inventory of all the coli- 
(*,rete instruments of pioduction that the world contains and set 
down against each article the sum that in a year it can earn for 
its owner; add together all these sums and the gross amount is 
the total income received by the owmers and is (’ailed lent. Again 
make the same inventory of capital goods as before and append 
to each article the value that it embodies ; add together all these 
values and the grand total is the permanent capital of the w’orld^ 
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to get the amount of mtere«i find what part of itself this fund will 
earn in a year and to get the rate of interest strike a ratio between 
the value of the capital and the value of the product w^hic^h it has 
produced. In the words of (/lark, Rent is the aggregate of the 
lump sum earned by capital goods, while interest is the fraction 
of itself that is earned by the permanent fund of capital. It 
appears then that leni and interest are idenlically the same in- 
comes. In the one case income is ex])! 'ssed »is an absolute amount 
or a lump sum, fracea})le 1o va*’ions voncreie-caj)ilal goods; in 
the other it is exjnessed as a rate or ruiio (d tlie value of the 
true ca])ital which the *con( rete Instrumenis emlvoly'. Where 
static adjustment is complete and wiine the competitive forces 
have made ca];ital everywhere er|ually j)rod active total interest 
(’quals total rent. 

Clark widciHMl the meaning ui the term nmt l)eyond that of 
the ortho<lox lui^lisli economists and made it aj)])licable to the 
sum earned by outward and material instruments of ])roduction of 
any and every kind. To him the rent law is universal. II(» de- 
parted from the customaiy treatment of rent as a uni(pie source of 
income. Land was simply one of the foims of caj)ital goods and 
the dift'erential formula of Ricardo which was hitherto apjilied tt) 
;land alone was now ap])lied by (lark 1o the earnings of the fund 
of permanent capital and of the whole force of so(*ia] labour. If we 
take a^xed social capital and supply labour unit by unit the labour 
will be subjec t to the law of diminishing returns, (‘acli unit creat- 
ing a surplus ovei* thc^ pi’oduc-t of the Jast : the sum of these sur- 
pluses is the' rent of the fund of fixed social capital and equals 
total interc'st. If we take a fixed amount of labour and su})])ly 
capital unit by unit, the {*apital will be subject to the law of 
diminishing returns, each unit cueating a surplus over the product 
of the last unit: the sum of these surpluses is the rent of social 

Vide D. of W., p. 124. 

^ 13 Vide Haney, History of Economic Thought, p. (522. 

F. 17 
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labour and equals total wages. In a static state the two rents 
make iij) the whole of the social income. Says Clark, ‘‘ It is one 
of the most striking of economic facts that the income of all labour 
on the one hand, and of all capital, on the other, should be thus 
entirely akin to ground rent. They are the two generic rents, if 
by that term we mean difterential products; and the earnings of 
land constitute a fraction of one of them.*’^^ 

In the eitort to treat land as only a special form of capital 
Clark has to contend with several difficulties. Land unlike capital 
IS not the result of abstinence. Land unlike capital cannot shift 
its form. The ownership and use of land have an ethical signi- 
ficance and a social imj)ort which mark it off from capital goods. 
Since Clark deals with a static state many of the difficulties which 
really api)ly to land under dynamic conditions lose their force. 
And since Clark deals with functional distribution the difficulties 
arising from ownership and use which really l)elong to personal 
distribution may be ignored. These difficulties apart land is part 
of (!apital : it is mobile in the sense that it can bc' ]>ut to ihe most 
productive us(* ; it is vsubject to ihe law of diminishing returns in 
the sense iliat it cai) be so distributed between one crop and an- 
other, between village, ])asiure and building that a maximum total 
j)roduct is obtained. 

The generally accepted doctrine that rcmt does not enter into 
pi'ice is dis])iited by (Uark.^^ He argues that the rent of any con- 
(irete instrument is primarily its product (Considered in kind. This 
product must enter into the supply of goods on the basis of which 
the price of goods is determined. What the classical economists, 
says Clark, have really shown is tliat the destination of rent makes 
no difference to ])rice. If their reasoning could prove that the 
rent of land does not enter into price the same reasoning would 

14 Vide D. of W., p. 191. 

15 Vide Homan, Contemporary Economic' Thought, p. 70. 

16 Vide D. of W., Oh. XXIII. 
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also show that neither wages nor interest would enter into price. 
All real rents are quantities of actual goods placed on the market 
and in the market they affect supply and through supply the 
price. 

Finally, Clark drew attention to the large unifying principle 
to which his static laws of distrihution conformed. “ So alhem- 
hracing, indeed, is it that it dominates economics lite. It may be 
called a law of variation of economic Jesuits: and if it were stated 
in its entirety ii would give uiu-xpected unity and completeness 
to the science of economics. It would explain at the same time 
values, wages and interest/’^® This universal principle is the 
law- of diminishing returns. It <ip(*rates in the field of ])roduction 
and ronsiim])tion, exchange and distribution. That the laws of 
distribution (luster round a common centripetal principle is really 
the achicwenumt of Clark. 

Clark, however, adopts the narro>vest view of distribution. 
H(' is content with an investigation of the rates of pay of tho 
various factors of ])roduction : in what Avay the w^ages of a man’s 
labor, tlic^ interest on his capital and the I’eturn for the entrepreneur 
function that he undertakes are fixed. But he tako-s the amounts 
of the various factors owned by a i)articular person for granted 
and makes no investigation concerning them. And the causes 
which determine the distribution of the various amounts of the 
factors among difTerent persons are entirely neglected. Any 
theory constructed on these lines must of necessity be incomplete 
and one-sided. 

Moreover his thesis that the distribution of the income of 
society is controlled by a natural law and that this law, if it work- 
ed without friction would give to every agent of production the 
amount of wealth which that agent creates is made to justify the 
existing structure of society. For if each factor obtains its own 

17 Ihid„ p. 868. 

pp. 208 and 209 . 
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prodiirt, that which it can bo wsaid separately to produce, then the 
I)resent division of income is “ just and men can have no quarrel 
with it. Arguments of this sort, says Dalton, aptly illustrate the 
lack of imagination which is likely to result from so narrow' a 
conception of tli(» problems of distribution. Even if Glark\s thesis 
that each man rcHoives whai he ])rodu(‘es were established there 
slill remains the cjiicstion why one man is able to produce so little 
and another so much. [Naturally the existing social arrangements 
w’hich are resi)onsible for the ineciualitie.s of productive ])OW'er are 
unjust and must be changed. The disjjarities and differences in 
income cannot be explained away by the theory of a s])ecific pro- 
ductivity in s]ute of the skill and s\ibtlety wuth w’hich Olark 
develops it.^^ 

5. Revision of the Concept of Capital. 

(dark was in revolt against the spirit and trend of the old 
jH)litical economy, lb' was dissatisfied with the doctrines of the 
classic al economists and was determined to leform and lecast their 
views on the fundaimuitals of tlu* science. IVrhaps no doctrine 
that (dark (*minciated has had such ettVet (Ui subsequent economic 
tlionglit as his refoiTiiulaliou of the capital conct'pt. Fetter de- 
clares that the publication of (laik’s monograph, “ Ca])ital and its 
Eainiiigs ” marks one of the important milestones iii economic 
thought .20 

(dark point t'd oul tl)at economic science w^as labouring under 
two unlike ('()ncej)tions of capital both of which woto used indis- 
(*riminately . Clark sought to clarify the two (umcepts and dis- 
tinguish them by separate names. He calls capital in the abstract 
sense “ pure ca]Tiital.” It is in the nature of a fund or a single 
entity which is common to all the tangible forms of capital. To 
use his ow’ii w ords, it is the rnlue that a businessman invests in 

19 Vide Dalton, Inequality of Income, pp. 115, 116, 117, 

20 Vide Economic Essays, p. 137 
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the various instruments and appliances he uses.” Pure capital 
must be distinguished from “ concrete capital ” which consists of 
tangible goods and materials. It covers not only the produced 
means of production but also all natural agents. Thus land in all 
its forms is a part of “ concreie capital.” dust as Olark widened 
the conception of concrete capital ” so as to include natural as 
well as artificial goods so also he wide tied the couceplion of the term 
rent beyond that of the classical tH"monn‘cs as to make it appli- 
cable to the earnings of the instrumenis of j)roduction of any and 
every kind, be it land oi tocds or nuuhiiiery, i.e., the earnings of 
“ conciete capital.” According to Olaik the phenomenon of rent 
is of universal ap];lication. Th#' earnings of ” pure capital ” were 
called ” interest ” and these earnings were expressed as c ])erceiN 
tagc of the value of ])ine or abstract cajiital. In a word, all con- 
crete goods yield rcmt and all pure canital yields interest. 

These ideas departed greatly from the nrevailing views on 
cujiital and disturbed the complacency of the classical economic 
theory. The accepted theory of distribution nmde a sharp division 
between land and ca])ital, between a facdor ihat was natural and 
one that was artificial, between one agent which earned rent (of 
land) and another which earned interest (on capital). Clark’s 
doctrine ignored such a shar]) division between land and capital, 
rent and interest. In accordance with his doctrine which appear- 
ed revolutionary at the time he reshaped the structure' and form 
of the theory of distribution. 

Clark’s conce])t of capital has had a lasting effect upon eco- 
nomic thought. 11 lias attained a very large measure of acceptance 
both in America and Engla.ml. Taussig, Seager, Hadley, Fisher, 
Seligman, Rye, Roucke have all come under the influence of the 
valuation concept of capital and all in their own way with nurre 
or less clearness contrast capital as ownership and capital as means 
of production, capital as value, price or sums of money and capital 
as concrete goods although the traces of the older conceptions of 
natural land and produced ” capital are still found in the 
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])ages of nearly all tliewe writers. Marshall showed acquaintance 
w ith J. B. Clarke’s works. In his “ Principles ” Marshall offers 
to the reader a veritable inaae of his notions on Capital. The 
reader must take his choice among various contradictions. His 
treatment of capital varies betw^^en the notion of capital as con- 
crete goods and capital as a valuation concejit. He makes several 
attempts to reaffirm and reassert the Ricardian tlieory and yet in 
all his disc ussions of price and of business jiioblems makes use of 
capital as an individual concept expressed in tenns of value .22 The 
most recent thought on (‘ajntal has run along the lines laid down 
by Clark. Summarising the recent tendeiudes Fetter says, 
“ Capital is essentially an individual, acquisitive, financial, invest- 
ment ownership concejit. It is not coi^xtensive with wealth as 
idiysical objects, but rather with legal rights as claims to uses 
and incomes. It is or should be a concejit relating unequivocably 
to private property and to the existing jirice system. Social 
capital is but a, mischievous name for national wealth. The so- 
called, misnamed, “ interc\st problem ” is not to be (jonceived of 
as correlated with a narrow class of artificial goods but rather as 
the time- value element permeating all cases of valuation of groups 
of uses diff’ering in time. ”23 

The valuation principle of Clark is, however, open to attack, 
for carried to its logical conclusion the principle leads to some 
absurd results. To bring out the futility to which the valuation 
principle is exj)osed when i)ashed to its last consequences Taussig 
who in the main follows the doctrine of Clark quotes several in- 
stances such as a public debt, an unused patent right, an annuity 
uay a human being in so far as he is an instrument of production 

21 Vide Taussig, Principles of Economics, Vol. 2, p. 115; Seager, Introduction 
to Economics, p. 108; Hadley, Economics, p. 5; Fisher, Nature of Capital and 
Income, p. 3; Selignian, Principles of Economics, pp. 17 and 204; Bye, Principles 
of Economics, p. 24 ; Boucke, Principles of Economics, pp. 95 and 370. 

22 Vide Marshall, Principles, pp. 133, 137, 284, 492, 613, 615, 648, 790, 

4^3 Vide Economic Essays, p, 166, 



CLAKK ON DISTitIBUTION 370 

which are entitled to be called capital. They can be measuted 
in terms of value and tlie return from them all even including re- 
turn from labour may bt eoiiciidered as interest/ 

6. Profits, the Result of Dyfiamic Change. 

Profit, according io Clark’s analysis, is not determined by 
the general principle of distribution, vix., marginal productivity. 
That principle assigns the entire TJroduci ot sociaii^sed industry, 
under static* cjondi lions to labour and capital and thus leaves the 
eiitj'epreneur shaieless and Avitbout remuneration.^^ Pusinessmen, 
so to say, are endowed with an uncannv knowledge of every source 
ot ])rofit, that is to say, every market in which goods niaj^ be sold 
at mcne than their (;ost. Rivalry In explo'tmg such markets will 
force down prices until the source of profit is dried up. Under 
static ( onditions there will be no incentive for business people to 
migrate from one field of endeavour to another because the ad- 
vantages of ])rodu(‘ing the commodity in question through the 
operation of free competition have been equalized. Where there 
is complete static adjustment profits disaiipear and buyers pro- 
cure their goods at cost. The prices that jirevail come to be pre- 
sented as cost prices. To quote from (/lark, “ C/Ost prices are, of 
course, no-profit prices. They ati'ord, in the case of each article, 
enough to pay Avages for the labor and interest on the capital tliat 
are used in making it; but they give no net surplus to the eiitre- 
])reneui*, as such.”26 

Distribution, as (jlark conceives it, is primarily functional 
rather than personal. And a separation of economic functions 

is regarded as essential in the analysis of distribution. (Jlark 

24 Vtde Taussig, Principles, p. 119. 

For an extreme application of Clark’s doctrine see J*’isl>or, Elements of 
Economic Science, Ch. XXIV, para 1. 

25 Vide D. of W., pp. 77, 78, 79. 

26 Vide D. of W., pp. 78, 79. 
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ivoognises three distributive economic functions : that of the 
labourer, the capitalist and the entrepreneur. The entrepreneur 
whose function it is to organise produc tion and co-ordinate the 
agents receives some compensation. His reward is merely a species 
of wages, or jjayment for organizing* ability and contains nothing 
in the nature of a surplus. Hi a word the entrepreneur gets what 
the co-ordinating function creates for the simple reason that where 
natural laws have their way the share of income that attaches to 
any pioductive function is measured by the actual product of it. 

( lark, however, does not deny the (existence of jirofits. Ac*- 
cciding to liih analysis profit owes its origin to dynamic changes 
ill the jirodiicing organization. It constitutes a residuum which 
goes to the entrepreneur only because the law of distribution 
ojierating under dynamic* conditions does not a])portion it to labour 
and capital. Pure jirofit appears as the result of a disturbing in- 
fluence and then slowly vanisht's as competition resumes its full 
sway, static standards tend to re-(^stablish themselves profits 
liecome a vanishing sum. The c*ompetitiou of those who succeed 
the ])ioneer forces liim to imri with his profits to the rest of the 
(Hmimunity ; and this he does eithei directly in higher wages and 
interest or indirectly through lower jirices to the consumers, a 
process by which jirofits continually tend to be distributed over 
the community. As (lark himself expresscvs it, “ Profit is the 
universal lure that makes comj^etition work; and the ultimate 
goal is no-ju'ofits rate. ”27 

Clark’s contcmtion that there are no jnofits in a condition of 
statical eciuilibrium is assailed by (/. A. Tuttle Avho develops a 
functional theory of profit on the lines of Clark’s functional theory 
of distribution.^ What is the prize, Tuttle asks, which lures men 
in static inchistry to assTime the function of business ownership? 


iya Vide iiicououiic Esbuj’o, II l^uiictioual iUeory of l^rolits by 0. A. Tuttle, 
2/ [/idc ClttiK, H. oi VV,, pp. Ill, IVy, 20y->2'J*2, - JlU. 
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Through the mechanism of competition the marginal opportunity 
for say, equal units of labour becomes adjusted. On the margin 
the labour^s product is specifically due to the exertions 
of labour. The product in question determines the rate of wages. 
But the surplus product resulting from units of labour placed 
in supra-marginal opportunities within the business is not entirely 
labour’s contribution, l^abour is entitled to the marginal product 
multiplied by the number of units emj)loyea. The remainder or 
the dift'erential is clearly to be attributed to the exceptional quality 
of the o])})ortunity in which labour is placed. Since all the labour 
opportunities within the business belong to the entrepreneur the 
dift'erential clearly belongs to him and cvmstitutes his functional 
share. It is economic profit. The same lea soiling* applies to 
capital whi(h also by a similar piocess generates economic profit. 
Thus in static industry economic profit exists as the distinctive 
functional income of tlie entrepreneur. The law of marginal 
prodiutivity wdiich serves to determine economic >vages and eco- 
nomic interest will at the same time serve to identify economic 
l)j‘ofit as the functional income of the entrepreneur. 

Clark’s theory that jirofit is a result of change in economic 
conditions is also narrowly conceived. The “ dynamic changes ’’ 
that Clark speaks of may he of two kinds, viz., those which can 
be foreseen and foreknowai a sufficient time before they take place 
and those that are wholly unexpected and unpredictable. The 
latter are by far tlie least important part of the dynamic 
changes that occur in economic life although the risk and un- 
certainty that characterise them may ultimately yield profits to 
the entrepreneur. But most of the changes are of tlie kind wdiich 
may be foreseen and foreknown or which take place coiitiimously 
in accordance with laws generally and ac(*urately known so that 
their course may be predicted as far into the future as the occa^ 
sion demands. It is evident that with general foreknowledge of 
progressive changes in economic life no chance to make profits 
will arise out of them. In fact it is the first jirinciple of scientific 
18 
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speculation and the very ba^sis for the capitalization of anticipated 
increase in values. The chang-e being foreseen its eh'ect will be 
“ discounted in advance — a situation which adniits of no risk 
and no uncertainty and offers no chance for the emergence of 
profits. A society may be dynamic, changing and progressive 
and yet the prices may be “ natural ” in the sense that they cor- 
respond to costs and leave no room for profits. 

Cbaiiges then are not always, certainly not in the majority of 
cases, the cause of ])rofit. For whenever the daw of the change 
is known i)rofits cannot arise. Eut change may cause a situation 
out of which profits will be made and this is a change Avhich 
cannot be forest^en and ])redicted. The fact that change is a 
necessary condition of our being ignorant and uncertain of the 
future has given rise to the error that (dumge in itself is the cause 
of profit, (jhaiige may take ])la.ce without profit but no profit can 
aiise in the absence of those changes the cause and (ourse of which 
lie beyond the ken of the entre])renein . l^he subject of risk re- 
ceives scant attention in (lark’s theory. FiXeept for casual refer- 
ence's he seems to lx* unaware of the impcntance of uncertainty- 
bearing and risk-taking and th(» special reniiiiieration that attaches 
to it. In ili(‘ words of V. 11. Knight, “ It is not dynamic change, 
1101 * any cliaiige, as such, which causes profit, but the divergence 
of actual conditions from those which have been ex])ected and on 
the basis of which business arningemcmts have heem made. For 
a satisfactory explanation of profit we seem to be thrown l)ack from 
the dynamic ” theory to the “ Uncertainty of the Future,’’ a 
condition of afiairs l<x)selv designated by the term ‘‘ risk ” in ordi- 
nary language and in business i)arlai)ce.”29‘ 


29 Vide 1^’. H. Knight, Kisli, ITjicertainty and Profit, p. 3b. 



REGULATION OF BANKS IN INDIA 


BY 

M. L. Tannan, M. Com. (Rirm.), I.E.S. 

Primyipal , Sydenluim (J allege of (Ur>n mej ce and Economics , 
Bombay; Memlnyr, Council of the indum In^litaie of 
Banicrs, Bonibay; Directory Bombay Provincial 
(Jo-operativc Banhy Ltd., Bombay, 

The Meed for Regulation. 

The chief reiisons for subjecting lianking to Government regu- 
lation are not far to seek. In the first place, Hanking gives such 
a tremendous power that is inherent in the control of funds avail- 
able for loaning piirj)08cs that it has been regarded as a business 
of semi-public nature. And some have even gone to the length 
of proposing that all banking business should be conducted by the 
Stat(‘. While it is true that private banking ha.s not been abolish- 
e<l, the iiunu'roiis disastrous failures of such institutions have 
sometimes led to proj)osals being put forth for its elimination. 
Secondly, the whole stnudure of banking rests on the foundation 
of the confidence of depositors and once that is shaken the entire 
structure is liable to fall to the ground. Hankers largely deal in 
other peoples’ money and a large proportion of the floating wealth 
of a nation is in the hands of its bankers, and it is, therefore, con- 
sidered esseniial so io regulate the buvsiness as to provide least 
opportunities for the weakening of the public confidence in these 
institutions. Thirdly, Government supervision of banking is con- 
sidered necessary owing to its relation to the entire economic 
structure of a country. Not only the safety of individual banks is 
linked with the safety and prosperity of the system as a whole* — 
and consequently in (certain (‘ountries they have in the absence of 
Government control evolved a machinery for controlling themselves 
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as ono .system^ — but also the industrial and the coTninercial pro- 
f>ress of a country is largely dej)endeiii u])on thera. 

Laissez faire Policy in Banking. 

A student of the history of Indian Finance during the last 
himdr(*d years oi‘ so cannot l)ut notice the eil'ecds of the political 
connection between India and England on the financial organisa- 
tion of this (‘oiiiitry. The laissez faire policy of tlie State in the 
juatter of heu* t»conon)ic enganization in England is almost without 
cliange rc‘j)roduced here and oxen to-day India cannot be said to 
be a protc'ctionist country as law tariff is vtwy largely based upon 
revenue consideration. The same jxdicy has so far guided the State 
in rc'gard to her banking organisation. It has betui so in spite 
of the tact that just ladbre the (treat War India passed through 
a very scwcue banking crisis. Among other things, for want of 
prudent managemc'nt no less than bl banks failed between Novem- 
ber ll:)18 and Dcc cunber 1914 and as many as 154 banks had to 
close their doors hcdwcum 1915 and 1927, the latter year account- 
ing for sixtecMi. Thcs(^ scncual (ailures ])n,t baede consich'rably the 
dcwcdopnient of Indian Banking. Tlnoe w(*ie, of cjoursc, bank 
failuies in other* countries too, Init tlrcy servcul them as eye-ojreners 
wliicdi does not a])])(*ar to have been the case in India, if one is to 
judge^ by the' fact that no serious step has yc‘t bc'en taken for jrre- 
vemting the r*(-])(‘titic)n of ibc* occ'urrcurces whicdi u,])set the credit 
organisation of this c*oiintry nc^arly two decades ago. It is, how- 
cwc*i', hopc’d that the' Banking J^nepary (^ommittee appointed last 
year* has dcwotc^d sj)c*cial attention to this problcun. This apathy 
in India on the part of thc‘ State may he ex])hiinc‘d by the fact 
that in hhigland thc*rc* is no State control oyer the banking sys- 
tcun. But the analogy of the English hanking system should not 
hold good with India. The l^lnglish hanking systcmi is the result 
of all c'xperience of more than a c'entury with the conscciuence that 

1 P/. Tbo Canadian Bankers’ Association. This body, incorporated in 1900, 
Jiowcvcr, acts under ibc authority of the Dominion Treasury lioard. 
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it is so well founded and its business is so well conducted that any 
special bajikiiig* legislation is rendered not quite essential for it. 
The same thing cannot be said of the joint sttxik banks in India. 
In her special circumstances, siu*h as the illiteracy of the great 
bulk of her peo])le, the slow growth of the banking habit, tlie lac'k 
of trained skill, the paucity of banking office's and the absence of 
a central banking institution, s])ecial legislation regulating her 
hanking {Uganisation seejus very iie(‘essa.y. ft is true that there is 
no legislative road to banking ]>aradise and it'giilation alone can- 
not bring about a well-organised system of banking but there can 
be no doubt that, by i)rescj‘i))ing and enforcing a ctHain stundai’d 
of manag(‘ment ajid by ])lacing a che(*k on the dishonesty of 
managers and dirc'ctors,^ instances )f v'hi.*h were' brought to light 
during the bank failures of 1013 — lo, h'gi^^lation will ins])ire pub- 
lic (‘onfidence and accelerate the developnu nt of banking on sound 
lines in the near future. 

Existing Banking Legislation. 

Joint stock banks in India are ‘t present governed by tin* 
Indian (\)mpaiiie8 Act, li)13, which distinguishes between banks 
and other comj)anies only in a few mattms. Section 4 of the said 
Act requires that, when moie than ten j)artners wish to do bank- 
ing business, they must torm a company and get it registered under 
th(' Act. Section 13(i lays down that eveiy limited banking com- 
l)any or an insurance company or a deposit, provident or a benefit 
society should before it commences business and also on the first 
Monday in h'ebruaiy and August in every year must ])ublish a 
statement in a prescribed fomi and a copy .of this statement should 
be continuously displayed at the registered office and every branch 
office' of the company until the next following statement is pub- 
lished. In the form of balance sheet prescribed for banking coni- 
tianies, debts for which the bank holds merely personal securities 
are required to be shown sejiaratt'ly from those that are fully se- 


2 “ Shady Banker Scandal,” — Tbc Staiesman, October 20, 1929. 
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cured and the sub-head '' Provision for Bad and Doubtful Debts ” 
in the coliinin headed “ Capital and Liabilities is deleted. 
In the column headed Property and Assets ” in the sub-head 
Book Debts, only Book Debts other than bad and doubtful debts 
of a bank for which provision has been made to the satisfaction 
of the audiiors are required to be shown. ^ In the matter of in- 
vestigation inio the affairs of joint stock banks by Ijocal Govern- 
ment, it is necessary that the application must be signed by 
shareholders ropreseniing at least one-fifth of the svibscribed capital 
though in case of other companies an application from shareholders 
representing one-tenth of the total subscribed caj)ital will do. 
The brief explanation of the legal position of joint stock banks in 
India given above will clearly show that legislation has so far 
l)aid very little attention to them. 

History of the Attempts in Favour of Banking Legislation in India. 

The Indian Industrial Conference held at Karachi in December 
1913 passed a resolution proposer! by Sir 1). I'. Waclui, the Grand 
Old financial expert of India, favouring the introductH>n of bank- 
ing legislation in this country. The main ro(*ommendations of the 
conference in this connection were as follow : — 

(a) The use of the term banking should be restricted to 
banks registered under the Indian Coini)anio8 Act. 

{!}) All banks doing business in India except those created 
by special statutes should be registered under the 
Indian (companies Act. 

{(') At least one-third of the minimum subscribed capital 
must be paid up within six months of the registra- 
tion. 

{(1) The llegistrar of Joint Stock Companies should be 
authorised to refuse to register as banks companies 

3 Government of India (Commerce J)ej)artment) Notification, dated the 29th 
March, 1927, 
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whose articles of association peniiit them to engage 
in business other than banking. 

(e) No bank should be permitted to make advances against 
its own shanks unless they were fully paid up. 

After the bank failuroH of 19111 — 15 the \in wisdom of the policy 
of lalsscz faire in banking matters in this country w'as realised and 
the Government of India invited the opinion of Local Governments 
and (certain commercial bodies, ina.Jouty of whom is reported to 
have favoured the proposal to iin]iose certain restrictions to ensure 
sjife and prudent banking. 

In 1920, at the instance of the Lengal (ihamber of Commerce, 
a c()mmitt(‘e considered the (|iu*stion of banking legislation and 
projiosed a ( ertain minimum jiaid-im (*apital and tlie strengthening 
of the bank audit. The Chajiiber, In.wever, suggested the post- 
ponement of th(' consideration of the (jut'stion on the ground that 
a similar investigation was being made in tin*. TTnited Kingdom 
and conseciuently no action w’as taken. The matter was brought 
up in the Indian [jegislature and the Government gave the 
assurance that legislation would he uuderlaken if they felt the 
need for it. 

Main Objects. 

In making the lollowing suggestions it is the intention of the 
writer that the objec t of the legislation should he to ensure the 
maximum of etticiency wutli as few restri .iioiis as possible, so that 
it may help to improve the position of banking in India and not 
to retard its progress. The suggestions made are meant mainly 
for the Indian Joint Stock Commercial Hanks and the Imperial 
Bank of India may continue to be govenied by its sjiecial Act. 
Banking legislation may well aim at the following objects : — 

1. Proper organisation. 

2. Efficient management. 

3. Keasonable supervision. 
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4. l^roteetioii of b«ajiks against dishonest Tiiisreprespiitatiou 
of the officers of a. bank. 

0. Regulation of Foreign banks doitif** business in India. 

1. I^ROIM^R ORGANISATION 

Restriction of the Use of the Terms ** Bank ” and Bankers.” 

The business of banking: is delicate. It rests on the con- 
fidence fbai ])eo])le repose in it. If is, flierefore, desirable that it 
should be marked off from any other kind of business. Banking* 
is incompatible with any other kind of business. It needs great 
caution while adventure is tin' essence of other kinds of business, 
o.g., oommerce. The Bank of llindostan failed because it was a 
mere apjauidagc to the commercial firm of Messrs. Alexander & 
Oo.^ Actual or possible losses in trade or rumours to such effect 
are ])ound to n'act unfavourably on tln^ banking* business of a con- 
(!ern. With a view to make this distinction effective, it is pro- 
posed that the terms “ bank,” “ banker ” and banking busi- 
ness ” shall not be a[)plicd to < onceriis other than those registered 
under the pj*o]H)sed Indian Banking Act. Notwithstanding the I act 
that these terms have been used in the Negotiable Instruments 
Act 1881 and the Bankers' Books Evidence Act 189*1, none of theni 
has been properly defined. For instance Secdion 3 of the Negoti- 
able Instruments Act of 1881 is content with laying down that 
“ bank('rs includes also ])ersons or a corporation cu' company acting 
as bankers.” Even the English statutes do not throw any light 
as to what exactly constitutes tlu' banking* business. However, 
the vi('w of Sir John Paget explained below appears to find general 
acce])tance in England. According to him ” no one and no body 
corporate or otherwise can be a banker who does not 

(1) take deposit accounts, 

(2) take current accounts, 


4 Early European Banking in India, by H. Hinba (1U27), see pages 5 and 236. 
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(3) issue and pay cheques, 

(4) eollcx't ch(Mpies crossed and uncrossed for his customers.” 

From the above' it will appear that ri'ceipt of (lei)osits — both 
fix(‘d and current — is an essential part of the business of hanks. 
In view" of the fact that in India some (jo-o])('rative banks and 
private bankers do not receive dei)osits w-ithdraAvahle on demand, 
it is for consideration whether tlu? o})ening of current accounts 
must be laid dowui as a condition ])recedent for institutions or jxm- 
sons (loino« busiiu'ss as hanks or hankers. In this connection, it 
is inten'siino' to note* that tlie Hilton Young* (Vmmiission inter])ret- 
ed the terms as meaning* ” every pensun, firm or <;ompany using 
in its descripiion or litJe ‘ hank ’ <u* ‘ hanker ’ or ‘ hanking ’ 
and every comjiany a('C('])ting d('pf)si1o of nioney subject to with- 
drawal h} ( heque, draft or order.” No "le I ; allowed in Japan 
to UH(' tlie w’ord ” hank ” unless it is a joint sh)ck com]>any regis- 
terc'd and('r tlie Hank Ac «. 

The Indigenous Banker. 

Inasmuch as the indigenous Ininkcu* will continue to flourish 
for some time at least, in sj)ite of the exjieetc'd d('velo])nicnt of joint 
stock hanks, it is for considcMatioii wdiidlier the projiosed Act may 
not he extcmdc'd to emhrace him also. Although I am ])orsonally 
iiH'liiied to favour the rc'gulation of liis Inisiiic'ss also hy the State 
I thiitk it desirahle to Ic'ave him out tor the presemt. However, 
th(^ (Vntral Hanking Institution may wcdl offer him certain faci- 
lities provided he mee ts its wishes in Tna.ttc'rs sucli as the prepara- 
tion of his accoiimts in a suitahle form, tlieir audit by a tiualifit'd 
auditor, undcu’taking not to combine any other business with bank- 
ing, etc., etc. Morc'ovc'i*, as alrr*ady statc'd, this ])a])er ch'als main- 
ly witli Joint Stock Hanks and w-e will consequently restrict our 
remarks to them. 

Minimum Capital. 

Our banking organisation requires re-orientation. For this 
pnr|)ose it has to be based on solid foundation which is partly 
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achieved by the fixation of a certain minimum capital. Such pre- 
Hcription will eliminate the mush-room growth of banks with small 
and insiifiicient capital which engenders competition and conse- 
quent exposure to failure of local banks. The statistical abstract 
relating to banks in India for 19(27 gives a few glaring instances 
of the abuse of thc^' term ‘ bank ’ owing to the absence of any legal 
requirement regarding tlie minimum paid-ux) cax)itaL Six out of 
the sixteen! banks that failtvl or wemt into liciuidation in 1927 had 
praeii(*ally no ])aid-up <*apital. The paid-up capital of one was 
Ks. <S(>(), and tliai of anothc'r Ks. 1,4()0. Two more had less than 
lis. each. It is, therefore, necessary in the interests of the 

depositors that the banks should have some minimum financial re- 
sources of their own. 

It is pr<)])osed that in India a minimum subscribc^d capital of 
Us. 1^9,009 may be j described for banks in towns whose population 
(l()C‘s not oxccH'd 5,009; wbere the population exceeds 5,000 but is 
less than 10,(K)0, the capital shall not be less than lls. G0,(K)0. In 
])la('es when* the po])ulation is above*- 10,000 but is not more than 
20,000, the ca])ital must })e at least lU. 1,0(^0(X). In places with 
a population of mcm* than 20,000 but less than 50,000 the cax)ital 
shall not be less than lis. 2,50,000. In cities with more than 
50,000 inhabitants but less than 1,00,000 the capital shall bo at 
least lis. 5,00,000. Where population excecHls 1,00,000 tlie capital 
shall be such as iriay he proscribed by the Director General of 
Hanks, hut in no case shall it be loss than Rs. 10,00,000. In pre- 
scribing the amount, the Director General of Banks shall pay due 
regard to the cominercdal, industrial and agricultural conditions 
of the locality to he served by the proposed bank. Banks desir- 
ing to ojien branches within the province in which they have their 
Head Office, should have u subscribed capital of at least Rs. 5,00,000 
and those desiring to extend their business to other provinces, should 
have a minimum subscribed capital of Rs. 10,00, 0(X). As banks 
started for overseas business require larger capital, the minimum 
in their case shall be Rs. 30,00,000. It shall be jirovided that the 
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capital shall be divided into shares of not less than Rs. 10 each, 
at least half of which shall be made payable within one year of 
the registration of the bank. A bank shall not connnence business 
unless it has at least a (quarter of the minimum subscribed capital 
required under the Act paid up. But in case of banks with 
a subscribed capital of loss than Rs. 1 lakh they should not be 
allowed to commence business unless half of their capital is paid 
up. The directors of bank must inform the lns])ector General of 
Banks of the pi’ovince in which the oank iia.s its head office* about 
the payment of at least nO per cent of the minimum subscribed 
capital withiu fifteen months after its registration, oti.t . wise he 
shall have the right to order suspension of ^>usiness. 

Example of Other Coutitries. 

Thus a minimum capital on population basis is recommended 
as ])oj)u!ation d<'t<»rmines hr’gely the extcmt to vvhi<*b a bank ])ro- 
poses to render service. Sinnlarly a bank with many brandies 
must have a mncb larger capital than a nuMc local institutam. 
The National Bank Act of th(» United States of America^ and the 
New Bank Act of rlapan (19*27^) jin'sc iibe a minimum cjipitai on 
the basis of population, (hiiiada^ and Denmark also fix a minimum. 

The United States of America. 

The following table shows the minimum capital required for 
banks under the National Hank Act of the United States of Ame- 
rica (18(il and as amended up to 1923). 


5 Money and Banking by J. T. Hold.sworth, 5Ui edition (1‘.)‘28), see jiages 
228—200. 

6 Banking Reform in Japan by Juichi Taubima, tlie Finaneial Coinunssionei* 
of the Jiiiperial Japanese (xovernment in London, J'aris, and New York. The 
Bankers’, Insurance Managers’ and Agents’ Magazine, March 1028, page 380. 
The Japan Year Book, 1928, page 407. 

7 The Canada Year Book, 1929, pages 846 — 848. 
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Towns with a population of/or Im'Iow 


MiniTniim capital. 


3,000 
(i,000 
50, (KK) 
Over 50,(H>0 


I 26,000 
f 5O,0tH> 

I 100,000 
I 200, 0(M) 


In ilio Unilod Siaies, a hank rogisioretl under the National 
Ihuik A(‘i, (annot (oninu'nce business unless half the amount of 
its (tapital is paid up, the otlier lisdf is ro<iuired to be paid up in iu- 
slaliuenis of not less (liau 10 ptu* etuit a month, though all may be 
]mid in a shorter lime. Hanks in ihat (toiintry cannot be started 
at the will of the ])r()moiers. T\u',y have to obtain the ])ermission 
of the (’onirolhu* of Ihniks who will, before' giving ]a'rmission, 
investigate ilu* ii(‘(‘d for it in the locality applied for. 

Japan. 

1’li(^ law ])rovi(los that a bank cannot be started in Japan with 
a capital of less than a. million yen Init an exception is however 
made in the case of small towns with a ]>opulation of less than 
K^jOOO inlnibitauts, where* l)anks with a capital of more than 
blMblHlO yen can be started. In the ease of banks to be started 
in large cities, the (*a])ital shall be such as the finance Member 
will (h*signat<‘, but in no ease* shall it l)e h*ss than two million 
yen. 

Canada. 

The minimum (‘ai)it,a,l required in (huiada is | 500, (MX) half of 
wliieli sliall have been jKiid up bc'fore a bank (*an c-ommenee 
business. 

Other Conditions. 

It is considered dc'sirable that in case of all banks to be start- 
ed witli a capital of Rs. 2i lakhs or more, there must be at least 
five and in case of others at least three promoters who shall sign 
the articles of association which .shall, among other things, state 
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the object of the bank to be started. These articles of association 
shall be filed witli the Inspector (reneral of Banks of the proviru'e 
in whi(‘h the bank is io be started and will be forwarded by him 
with his remarks to tlu* Director General. The promoters shall 
satisfy the Inspector General that they are respectable ])eople and 
that they are num of nieajis. A certificate to that effect from a 
local desi^natory such as the District Maf»*istrate or Collector of 
the District in which the registered offit o is to be local ed, may, if 
necessary, be re(juired in support of thu i espectabillty of the 
promoters. 

Itiformatian to be Required in Applications for Permission to Start. 

In tlnor ji[)plication for ])ernussion to siart a bank they sluill, 
amon^ other thing's be rtniuired to state — 

(o) the name of the Bank aliicb they propose io start; 
(The name oi the Bank sludl be subject Io the In- 
s|)('etor Geinnal s approval as this will avoid duplica- 
tion of names.) 

(h) the phu’o of business, villa^re, town or city, union or 
niunicii)a]iiy, taJnka, district and piovince; 

(c) the ca])ital of the i>ropos('d hank and the num1n*r of 

shares into which it is divided and the value of each 
share ; 

(d) the name and residence of eacli of the promoters, and 

the numbers of shaies Indd by each; 

The Director General^ befon* ^-ivin^' ])erinission to start the 
proposed bank shall satisfy himself as to the need for it in the 
locality a])plied for. Tie may investif>‘a1e its necessity with the 
hel]) of a Coinniitteo consisting of persons re])reseniing the Indus- 

8 These powers of the Direclor (loncral of Banks may be delenfatod to the 
Inspector General of difFerent areas in case of banks io he started with a capital 
not exceedin;^ 2^ lakhs and whose business is to he carried within the area under 
the supervision of one Inspector General of Banks, 
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trial, agricultural and commercial interests, besides a financier- 
banker with no stake in the said locality. The Director General 
shall aft(»r such invesfig*aiion have the light to refuse to grant 
permission. If jierniission is granted it shall be incumbent on the 
promoters io sujiply the Director General, as soon as ihe sub- 
scription list is closed, with the names and residenccvs of the share- 
holders and the number of shares held by each. In case the pro- 
moters are not satisfied with the detdsion of the Director General 
they may bo given the right of appealing against his order to 
the Finance Member of the Government of India. 

It shall be illegal for a bank to start or do business without 
the Dircrtor General’s eeviitieate of authority. Ti should be ob- 
ligatory on the bank to jmblish sucli authorisation eertificate in a 
local newspa])('r for at least a month after sueh auihorisation. 

The Director General’s authorisation certificate shall em])owor 
a bank — 

(a) to engage in the busiiu'ss of hanking; 

(h) to ado])t and nse a. seal; 

(c) to make or enfcr into contracis which are j;(*c*essary or 

contingent to banking business; 

(d) to sue and l)e sued or defend actions at law; 

(e) to elect or appoint directors and by ihe board of direc- 

tors to cdect or a]>point offic'cu's, define their duties, 
draw up bye-laws and c*ompletc its organisation. 

The bye-laws of a bank shall not eontradiet or otherwise run 
contrariwise to any of the ])rovisions of the Indian Banking Act. 

Liability of a Shareholder. 

The lialnlity of a shareholder shall be limited to the extent 
of the par value of the wshares that he has purchasc>cl. Ilis liability 
shall cease by scdling away or transferring his shares in the bank 
to some other person provided that sueh sale or transfer has not 
taken place within twelve months prior to the winding up or 
liquidation of the bank. 
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2. BANK MANAGEMENT 

Principles of Bank Management. 

There can be iio two opinions about the fact that no amount 
of legislation by itself can ensure a high slaiidard of efficiency in 
bank management because it is humanly impossible to lay down 
rules and regulations to provide for all manner of problems whic'h 
confront those res])onsible for the maiiagiwmt of banks. How- 
ever, there are ((^Hain fundame.ital princi]>les governing bank 
management for the observance of which suitabie provision can be 
made by legislation. It is in the inte rest of shareholders and 
depositors of banks as well as thi' general nuldic that banks should 
have reasonable liquid assets, sbouid set aside a fair ])or’ion of 
their ])rofits for ihe btiilding (/f reserv<‘ funds and be resiricted in 
advancing more than a certain ])ortion of tlnnr ca]>ital |)lus reserve 
fund to individuals, firms or companies against their jiersonal 
security. 

Reserves. 

As the business of banking is dependent more on the ability 
of the batik to meet the demands of its customers than on its pos- 
sessing sufficient assets to ])ay off its creditors, it is very desirable 
that banks, — partieu'larly in a country like India — should maintain 
a minimum reserve. The negleet to observe this most inqiortant 
principle of sound banking was very laigely responsible for the 
hank failures of 1913-14. But some of our banks do not seem 
to have learnt the lesson yet; while it is true that the reserve re- 
quirements of a bank are dependent on several factors such as the 
development of the hanking habit, the use of rheciue currency, 
the economic conditions of the loc’alitv in which a hank oiierates, 
the absence or presence of bankers’ clearing house and the cla*sB 
of customers that a hank deals with, it is scandalous to run a 
bank with ridiculously small reserve as is the case with some 
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banks.’ Thert?fore, the desirability ot laying down certain niini- 
tnnni. reseiTe requirements ag’ainst different classes of de])osits in 
this country can hardly be doubled. The Hilton Young- Com- 
mission recommejided the (\stablishment and inaintenaiuio of mini- 
mum resoTTe balances wilh tlie proi)osed R(\serve Hank of India 
equal lo 10 ])t‘r ccni of demand liabiliiies and 3 per cent of time 
liabilities, in addition to the till money. In this connectiem 1 may 
invite Ihe attention of the membcM-s of the (_\)nference to the fol- 
lowing proposals of Mr. H. T. Thakur.^® Local hanks serving 
jdac-es with a i)opulation of 1,00,000 or less should be required to 
have a miirimum reserve of lo per cent against deposits ])ayal)le on 
demand or within 15 days; but in the case* of other banks the 
rc'Mcnve recjuircMucmt should be 20 j)er cent. A reserve of at least 
5 ]){M* c-ent should be required to be maintained against other de- 
posits. However, only the c-redit bal-ances at other banks payable 
on denmnd, after the deduction of balances due to other banks to- 
geth(*r with the amount of cash and bullio?i hedd by a bank should 
be j*egarded as a reserve required for the pur])ose. It sho\ild be 
made unlawful for a bank with less than this minimum to increase 
its liabilitic’s [)y making new loans or by discounts except in the 
matter of discounting or purchasing bills of exchange ])ayable at 
sight. It should not declare a dividend unless this deficiency is 
made up. If the dc'ficicuicy is not made good within sixty days 
from default, it shall be oj)en to th(‘ Ins])e<*tor (leneral of Hanks 
with the concurrcfice of the Dirc'ctor (leiieral of Hanks to order 
winding up of tin'- business. The JnsjxM-tor General may, how^- 
ever, be empowered to suspend the operation of this provision 
of the Indian Hanking Act in respect of a default- 
ing bank ])rovid('d he shall levy a progressive tax on the' fall below 
the specified level. The ])eriod of such sus})ension shall not exceed 
a ca'lendai* month or in the alternative a period of 80 days. The 

9 Sta(]sticiil Tables redialing to Banks in Tiulia, iU27. 

10 Organisation of Indian Banking by B. T. Tliakur, p|>. 220-27, 
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Inspector General may whenever he ihinks expedient renew such 
suspension but for a period not exceeding 15 days fr<mi time to 
time subject to ilie ('ondition lhat the toial ])eriod of siudi sus- 
])ension shall not exceed bO days. 

Example of Other Countries Quoted. 

There are similar provisions in oOier countries. Denmark re- 
(|uires a i('ti ])er cciit cover in cash and readily marketable paper 
against demand liabilities. In ihe Dniie<l States of America the 
member banks an* recjiiired to have tin* following minimum 
reserv(*s : — 

Deposits 



K inf Is ()l 

IlaiikH 

11 1 )eind.nd 


1 . 

(k*ntral 

lb*s(*rve City Hanks 

... 13% 

3% 

>> 

^ . 

Rcs(*rvc 

‘ (hty Hjinks 

... 10% 

-3% 


(k)untr\ 

' Hanks 

... 7% 

3% 


Building-up of Adequate Reserve Fundr 

AVitli a. view to enable banks to meet losses withonl. any 
im])airnieJit of their ca])ital, tin* laws of s(*veral im])ortant couni ries 
require banks to set aside befon' declaration of dividend (interim 
or annual) a certain minimum jnntion of their net jn-ofits for the 
building of a Iteseiwe Fund. 

The United States of America. 

Under the “ National Hank A(d- of America every Hank is 
re<iuir(*d to take 1(1 })er (H‘nt of its net jirofits to reserve until the 
same reaches 20 per cent of capital. Further discretion is vested 
in the (kmiptroller to decide* wliether dividends shall he paid at 
all, if in his opinion the reserve already built is not substantial. 

11 Demand deposits are defined under ilie laws of TT.S.A. as those payable 
within thirty days. “ Banking Law and Praelioe ” hy M. L. Tannaji, p. 197. 

12 Money and Banking hy J. T. Holdswortli, 1928, p. 258. 
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Japan, Canada and Italy. 

No dividend can be declared in Japan under the new Act 
(11)27)^^ until one-tenth of tlie ])rofits is appropriated to the lleserve 
Fund. In (^anadaj^ dividends are limited by law until a reason- 
ably lar^e lleservi' Fund has been created.’^ Under the recent 
revision of the Dominion Bank Act (1923) liability is fixed on the 
dirtH'tors for distribution of ])rofits in excess of le^al limits. In 
Italy banks are required to set aside not less than one-tenth of 
their ]nufits (wery year to reserve funds until they have reached 
the total of 40 per cent of their ca]>ital. 

Suggestion for India. 

It is, ther(4‘ore, suo-^ested that before (h‘clarin^' dividends the 
baidvs in India be recjuired to s(4 aside towards reserve fund at 
least 10 ])er c(Mit oj their net profits until the reserve tund reacdies 
25 per cent ot their paid-up ca])ital. They should not have the 
ri^ht to (le(4aje a dividtmd of more than (i per cent except with 
the consent of th(» Director (lem'ral of Hanks as long* as the re- 
serve fund does not amount to at least a quarter of llivur paid-up 
capital. The minimum ])ercentag<‘ of the net profits to be set 
aside for strengtlnming the nvstuve fund be reduced to 7i per (unit, 
when the reserve (und of a bank is above 25 ])er cent but below 
50 }jer (*ent ot its j)aid-uj) capital and b) 5 per cent when the re- 
serve fund amounts to one-half r)r more of the paid-up cai)ital. 

Loans, Advances and Investments. 

Tin* most important function which banks render to tlie busi- 
ness (H)miminity and Avhereby make large ]>rofits for their share- 
holders is that of making loans and investing their funds in 
other ways such as by discounting of bills. It is in the perform- 
ance of these functions that the management has to take special 

13 Banking Beforin in Japan. The Bankers’, Insurance Managers’ and 
Agents’ Magazine, March 1U28, p. .38.‘k 

14 The Canada Year Book, 19‘29, p. 847. 
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caro. Not only is it desirable to see that a bank’s funds are so 
invest#»d as to inspire the confidence of its depositors but it is 
absolutely essential that it should follow the well-known maxim 
of not putting* all its e;>‘g's in one basket. Hunks must always act 
on lines of safety first. They should not inuJce their existence 
dependent upon any individual, firm or corporation as their own 
existence may Ix^ jeoj)ardised ])y the failure of the particular cus- 
tonu'r. Banks hav(^ l)Touj>ht about their failures by i^>*noring this 
fundamental principl(\ I^cndinfi^ about a third of the working 
capital to a singh' concern brought about the failure ot the Bank 
of Burma in 11111.^*’ (hie of the seveiil causes to which the 
failure of the old Ih'Ojde’s Bank of India is a.tiibufed was that it 
locked 11 ]) mosi of ifs funds in cor.cerr.s witli wdiic h one oi iis 
managing direct ois was associated. In corntric*’ wlnue banking 
lias bc<Mi w(*ll cstabli'-licd fln‘ n(*(‘d for legislation in ibis direction 
is not so essential as in flic ^*asc of such countries as India where 
banking is \et in infancy. It is, thcicfon*, vciy di^sirablc that 
the State' should guard against the risks of mismanagement of banks 
in this matter. 

Restriction of Loans to be Advanced to a Single Person or Firn,. 

It is illegal in Japan to advance to a single person oi* firm an 
amount exceeding one-tenlli of the loial paid-u]) capital and Be- 
serve Bund or to hold in mortgage more than one-fifth of a com- 
jiany’s tolal issue of shaies.i^ In the TT.S.A. the McBadden Aft 
ot sccuies similar ]novisions.^^ ft lays dowui a general limit 

on the powers of a national bank to lend to an individual, partner- 
ship, association or coriioratioii not more than 10 per (‘ent of the 


16 Early European Banking in India by H. Sinha, 1027. See footnote 2, 
l>age 217. 

16 Banking Reform in Japan, ' The BanKerB’, Inmiranco Managers’ and 
Agents’ Magazine, March 1028. 

17 Money and Banking by J. T. Hdldsworth, 1028, p. 224. 
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(ta])ital and surplus of the haiik.^^ The hye-hiws of the Presidency 
Banks sinn’larly laid the limit loanable to any individual concern 
or business. Aiiicde 42 of the (-barter of the Bank of Bengal 
laid down a limit ev(Ui io the holding of fiist class (Government 
Securities. It forbade the holding* at any one time of (Government 
pa|)<U‘ (*xceedi]jg* the sum of Sicca Its. 2r),(K),(MM)'.^^ 

Suggestions for Banks in India. 

^J'he heed for distribution of risk neeessitab's a restriction on 
the powers of our banks to loan to a ])erson or firm, comj)any or 
corporal ion a sum exceeding* 10 per cent (d' their capital paid-up 
])lus surj)las. Bui bills maiuring* within six months and with two 
un<ionnect(‘d signatures tuay he discounted to the extent of lb 
])er cent of paid-up capital plus surplus in addition to the 10 per 
c(mt gcmual limitation, provided such hills are genuine commer- 
cial bills, i.c., bills drawn in r(\sp(‘ct of actually existing values. 
Sul),j(‘ct to such total 25 ])er cent limit, hanks may make loans 
against the sccuuity of shipping docamumts, ware-house receipts 
or other documents conveying or seeming title to readily inarket- 
abh» non-]«‘rishahh* sta])]es f.jovided that such j>i‘op(U‘ty is fully 
('overc'd by insurances At hnest ten per c(‘nt margin shall h(^ held 
on all loans against (lovcuniiient Securities. Borrowers on the se- 
curity ot other Trust(*e sccuriti<*s shall maintain a margin of at 
least 15 ])er cent. A bank sball be prohibited from making a 
loan of more than 10 per cent of its paid-up ca])it.al plus suridus 
against tlu' sca nrity of the share's of a single' com])any or any stock 
excbaiige security whieli is not othe'iwise ])i'ovideel for. Such 
loans shall not be made for a ])e'riod exceM'ding five' years nor for a 
sum exceeding 50 per cent of the market value of the^ pre)])erty 
ottered for security, jirovided the sc'curity is uuencaimbered, and 
is within a hundred miles, radius from the offiee of the hank. A 

Ueserve fund to^etber with Ibe cmlil balance nf tlic Profit and Jjohh account 
brou^jfbt forward.’ 

19 Early European Banking in India by H. Sinha, p. 160. 
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bank may, however, hold real estate necessary for the iransaetion 
of its business including Ihe housing of its staif. A bank may 
also hold r(*al estate such as is mortgaged to it as security for or 
f'onveyed to it in satisfaction of antecedent debts contracted in 
good faifh. A bank may purchase real estate in satisi'action of a 
judgment decree obtained by it but it shall be unlawful for a bank 
to hold real estate obtained in any manner except for the purpose of 
carrying on its b^gitimaft* business f‘<»r u j)eriod ('xc^eeding five 
years. The Dinutov (jeiieral of Hanks sball have power to further 
restrict any bank to make loans on real estate. 

Loans Against Real Estate. 

(\)nnner('ial banks do md ordina/ily uuike loans against real 
estate or otherwise make IfUig-bMin advances i)ecause li(pii»lity — 
the life-breath of a bank — is not in tbeir nn.'^re. In Oanada banks 
are leipiired to make an annual report to tlu' Minister of Tinanec' 
about tlie real and immovcuible p»oi)erty owned by tliem.^^^ Hanks 
in the Tnitcd Stat(\s can bold immoveable j)]‘operty cither by title 
or under mortgage but only for debts due and previously contraet- 
ed and subject to tin* condition that such posst'ssion shall not (ex- 
ceed five y(*ars,2i The Imperial Hank of India ('an not l(*nd against 
any immoveabb' jjrojjerty ('x<‘(‘pt in the case of (^statt^s umbo’ the 
Courts of Wards. 

Although banks shall not' ordinarily make loans against real 
estate ])()wer may be given to Huun to make loans for vvbieli the 
chief sec urity is real estate. Such loans ^hall at no time exceed 
50 per cent of the paid-up capital of a bank. 

Unwise to Lend Against the Security of Bank’s own Shares. 

ft is unwise for a bank to lend against its own cajutal stoc'k. 
Should it be necessary to legalise the securities it holds or against 

20 S. 79 of the JVmujiion Bank Act as revised in 1923 (13*11 Geo. V, c. 32), 
The Canada Year Book, P.)‘29, p. 818. 

21 National Bank Act. June 3, 1864. Principles of Money and Banking by 
H. (t. Moulton, ji. 211. 
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which it has lent, it will find some difficulty in selling its own 
stock. Loaning* against its own capital stock was responsible for 
the failure of the first llenares Hank esfablished by Colonel Pew 
in 1844-45.22 The Iinperiul Bank of India is precluded from mak- 
ing* a loan or advance against iis own shares although other banks 
regard the same as almost gilLedged He(*urities. Canadian Ijaw 
not only forbids a. bank to grant a loan “ on the security or pledge 
of its own ca])ital stock ’’ but it go<>s 111141101’ by making it un- 
lawful to lend even against tlie ca])ital stock of another bank.^^ 

Banks to bo Forbiitden to Make Advances Against Capital Stock. 

It is ])roposed that Indian joint stock banks be prevented by 
law to make loans or advances against their own (capital stock or 
shares. No bank should either hold or jmrchase any of its own 
shares or stock (‘xcept wlnm it is necessary to ])revent loss upon a 
debt, contracted in good faith, previous to the coming into force 
of the new law. In any case stink so acijuirod should he dis- 
posed off either by ])ublic or private sale within six months from 
the time of such acquisition. 

Restriction on Loans Against Personal Securities to Directors and 
Officers of Banks. 

A bank shall not oz’dinarily make a loan to its directors or 
other ofti(;ers against personal security but whenever necessary it 
may make such loans subject to the provision that at no time 
such loans shall exceed 20 per cent of its paid-uji capital. This 
limit shall apply also to concerns in which the directors of the bank 
have a direct or indirect interest. Banks may otherwise invest 
in the shares or stock of a cor})qration or its bonds subject to a 
10 per cent general limit. 

22 Early European Banking in India by H. Sinba, 1927, see footnote 1, 
page 217. 

23 The Canada Year Book, 1929, page 847. Also “ Indian Finance,” Banking 
Enquiry Number, 1980, 
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Clear and Full Statements of Assets and Liabilities. 

TliO sliareholdors and depositors of a bank have a to know 

how their money is emidoyod. A bank doing business t)n a sound 
and solvent basis should not fear a clear and full stut.Muent of its 
assets and liabilities. On the contrary it will ]»ay a bank to take 
its clients into confideiue by revealing to them its position in a 
clear manner. It is for this reason that iwen ])ri\ate banks in 
England publish tlu'ii* accounts after having them duly audite<i by 
respectable firms of Chart erisl Acco^nitaiits. ibit banks in India 
unless required by law are generally reluctant to })ublish balance 
sheets containing adeciuatc' information And it is therchore in- 
cumbent on the (lovernment of the countrv to compel banks in 
the discharge* of this duty to the public. 

Present Position of Law. 

Tile law as it stands at ])resent, recjuires a bank to show se- 
parately th(' debts on personal securities and debts which arc fully 
secured and to specify tlie amounts due from its directors, other 
officers and tin* ('omjianies with which \hey are connected. The 
Uovennneiit of India intended in ItXHl to compel banks to pub- 
lish fullt*r and more coinplcte stateiuents and at more frequent in- 
tervals. While this was oj>posed in llritisli India, the state-aided 
banks of Ibnoda, Mysore and Travancore have si*t ati example. 
Tlieir balance sheets every way give a belter indication of their 
respective positions than those of many banks in Hritish India. 

Lufiifimg of Items to be Prohibited. 

If it is intended that the balance sheet, of a bank should be 
a true indicator of its position, the law must not allow, as I pointed 
out in my lK)ok on Banking Law and Practice in India, 2^ any luni])- 
ing of certain items. As the Bank of Mysore does, fixed, current 
and savings bank dejmsits should be shown st*parately. A dis- 
tinction between fixed and current deposits, i.e., deposits ])ayable 


Page 58. 
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after a certain ag'reed lapse of iitne and deposits payable on de- 
mand is liifT^hly commended by Mr. 11 . McKenna of the Midland 
Bank. 

Other Improvements Suggested. 

Loans and advances obtained })y a bank against which 
it has deposited se(*urities or otlier collateral should not be 
allowed^ to be mi.Ved up with deposits. To effect a clear 
divorce between deposits placed with a bank and loans 
(d)taincd by i1, the word “ borrowings may l.e used 

t() indicate the latter. Such distinction is ne(*essai‘y to 
j)revent a hank misleading those desirous of ganging its tiue 
})ositi()ii. It will tin t her enable accurate (‘omputation for l escrve 
re(|ui]‘cnients. Anotlun* improvement in the form of a bank’s 
balance sheet can In^ brought about by requiring banks to classify 
their investments into dilTerent ty])Os of seenritic's and show tliem 
se])a?*ately. (dassitication max he on some geiunal basis such as 
(1) Indian and Iboviiuial (hmunment securities, semi-govern- 
ment oi oth(*r tnist('e st'cui it i(*s, ( 2 ) st‘(*uriti(‘s of j ail ways and other 
j)ubli(* utility com])aJii(\s, jind (8) indiistiial and coinmereial secu- 
rities. Debentures, ])reference, ordijiary and deferred shares should 
he shown s('parately.25 

Similarly loans against documents of title to goods, as secu- 
rity, overdrafts, loans granted to directors or other oiiicers of the 
hank, loans to joint stock com]>anies and individuals on ])ersonaI 
guarantees and loans which are comsidered doubtful must be shown 
sejjarately under the item of loans and advances. 

Frequent Publication of Statements of Position Advocated. 

As the law stands to-day, hanks are required to submit and 
publish statements of their position but twice a year. In Kngland, 
although not bound by law, hanks publish statements of their posi- 


es ‘ Banking Law and Practice in India ’ by M. L. Tannan, page 58. 
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tion onoe every month. Dunks in Derlin have agreed of their own 
free will, to jnihlish statements of their ])osition once in two 
months. The New Yeneznelan Dank Iiuw (July 18, 1027) re- 
(jiiires banks to publish nmnihiy balance sheets. In the ITnitecl 
States banks are re(|nireil to make weekly statements to the (bear- 
ing TIouse of which they are memlyers. These weekly reports 
contain such items as loans and discounts, investments, cash in 
hand and at bankers, deposits — time and demand, oblio-ations or 
rinliscounts, percentage of reserve to dei>oKi<s, (»tc. Such frequent 
publications of statements ]ueveut much window-dressing. Some 
banks in India to-day withdraw conslderalde amounts di»e to them 
at the close of every half year in (vrde: to mak^‘ an imposing picture 
of their ])osi<ion. ( onsecjuentl^ , ^hey show a much stronger 
position than is actually the case. Dunks in India shculd, there- 
fo7*e be I'iMjuii'ed to publish their ]K>sition ^t least once in two 
months 1( IS advisable to oblige banks to publish these state- 
ments not only in English but also in the vernacular of the areas 
in whi(‘h they ojierate. The (‘ontral Dank of India, Ltd., and the 
Dank of Daroda, litd., jiublish their balance sheet in (lujerati 
and English and the State Aided Dank of Travaiu'ore, Ijtd., gives 
against eaidi item of the balan(*e sheet shown in English its 
Malayalam translation. Every shareholder and ('very creditor of 
the bank should be entitled to get a copy ol the balam^e sheet. 
A copy of the balance sheet shall be filed with the lnsj)ector 
(General of Itanks and another co])y shall be forwarded to the 
Director General. A short summary of such a balance slua^t shall 
be published in a local newspaper for at least one full week. It 
shall be put up a I a conspicuous jdace in each office of the bank. 
(k)pies of the balance sheet shall be made availalde to the public, 
at a nominal cost of eight annas each. The profit and loss a(‘C(nuit 
may be published as now, twice a year. In this connc'ction it may 
1^ pointed out that the Indian Companies Act does not reipiire a 
Profit and Loss account to be published with the }>alance sheet. 
It should be legally required that the banks should publish them. 
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Provident Fund or Pension Scheme for Staff. - 

Banks should be required to have either a provident fund 
arrangement or a pension scheme so as to insure the loya^lty of 
the staft' to the bank. 

Directors’ Meeting. 

A record of the number of directors’ meetings held and the 
attendan(*e of directors at such meetings should be kept and 
reported to the shareholders at their annual general meeting. 
There is provision to su(*h ehect in Canada.^^ 

Iniilemnity Clause in Articles of Association. 

I'he law must make severally liabiej directors and other otticers 
responsible for any lals(* statement. The Law should not pi'rmit 
an indemnity clause in the Arthdes of Association by reasons of 
whi<*h directoi’s gejierally escape liability even in case of proved 
negligen(‘e of duty. With a view to keei> bank managers, dire(‘tors 
and auditors alert »Ia])an makes them pimishable with penal 
servitude for breach of regulations or negligence of duty. 27 Such 
provision will expediie legal proceedings against bank directors 
and other officeis, for (hen it only j*eeds to show non-conformity 
to law inslead as at ])resent putting criminal law in motion against 
them. 


3 . B A N K 8 ITPERVI8ION 

Purpose of. 

As staled above banking has (*ome to ))e reg^arded as quasi- 
public and conscupiently it is subjected to the supervision of the 
state. The main object of this su])eiwision is to safeguard the 

26 Heel ion 11 of tho Dominion Bank Act, 5ili Kevision of 1920. (13-14 Geo. 
V, c. .32.) 

The Canada Year B(H)k, 1920, papfe 818. 

27 “ Banking Beforin in Japan,” The Bankers’, Insurance Managers’ and 
Agents’ Magazine, March 1928, page 383. 



HEGULATION OF BANKS IN INDIA 


407 


interests of depositors as we^ll as shareholders afyainst losses due 
to iiraound or unsafe banking practices. State supervision in 
some countries takes the form of periodic rej>orts, audit of accounts 
and in others exaTnination is also insisted upon. 

The United States of America. 

National banks in the IJ.S.A. are required to make at least 
three reports a year to the Ck>inptroller of (birrency. They should 
show in detail their resources and liabilitus. They should be 
sAvorn in by the Tresid<Mii or Cashier and attested by three 
Directors. An aluidged form of the reprud is required to be 
published in a local newspaper with a. viev to keep the public 
inioriued as to the c(jiidition of the natuuia! hanks. ^ 

Position in India. 

The state supervision of Ijanks as is exercised in this country 
is meagi'e. The joint slock l>unks like olher (‘ompanies vegdstered 
under the Indian Companies A( t are rtHpiired at their annual 
general meetings lo appoint auditors^ to hold office until their 
next general meetings (Sec. H4, Clause d). Section 145 of the 
Act defines the powers and duties of an auditor. He has the right 
of access at all tinies to the books and a(a*oiiuts and vouchers of 
the ( om])any. He checks all accounts, verifies tJie company’s 
transactions and prepares a balance sheet. He certifies that the 
balance sheet is drawn in conformity with law and that it 
represents a true state of the company’s affairs, “ according to 
th'e l)esi of his information and exj)lanatioiis given to him and 
as shown by the books of the company.” 

Auditor’s Duties. 

An auditor verifies the existence of assets mentioned in the 
balance sheet and sees that all outstanding liabilities are brought^ 
in, but it is hardly considered a part of his duty to advise the 


B Money and Banking ” by J. T. Holdsworth, 5th Edition, 

F. 4 


pp. ‘261-‘26‘2. 
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directors or the sharehoilders as to what they ought to do. An 
auditor is not a stock-taker. He can depend on the valuation of 
an expert or as (*,ertified by the managing director. According 
to the dictum laid down in Kingston Cotton Mill Co. (1896, 2 
Ch., 673) “ an auditor has nothing to do witli the prudence or 
imprudence of making loans with or without security. It is 
nothing to him if dividends are properly or improperly declared. 
His di\ty is to ascertain and state the true finance' al position of 
the company at the time of the audit and liis duty is confined to 
that. He does not guarantee that the hooks do correctly show 
the true position of the company’s affairs, he does not even 
guarantee that his balance sheet is accurate a(‘(*()rding to the books 
of the company.” As some one has a])tly put it, he may be a 
w^atchdog but he is not a bloodhound. The powers vested in the 
Eegistrar of Joint Stock (kunpanies l)y Section 137 of the Indian 
Companies Act, 1913, to call for su])])lementary information from 
Joint Stock (,k)mpanies and if he is not satisfied with it or if the 
additional information is not suj)plied, to report the matter to 
the local government, do not in practice prove elective. 
Sim il ally, the reservation of the powers by local governments to 
investigate the affairs of a bank uj)on the application of share- 
holders representing at least one-fifth of iis cajiital has not been 
found to he of any real use. 

Bank Examination Likely to Inspire Greater Confidence. 

Bank examination as proiiosed is bound to be far more effective 
than the audit of accounts by auditors to be appointed nominally 
by the shareholders but in practice by the directors, as the 
Inspectors are likely to exercise greater independence in their 
inspections and reiiorts than the private auditors to be appointed 
,aiid paid for by the banks. Moreover the Bank Inspectors will, 
it is hoped, understand better the intricacies of bank accounts 
than the public auditors who are not expected to have specialised 
in banking practices and lastly the banks may also find it to their 
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advantage to have their accounts inspected by Government 
insiiectors as this fact is bound to strengthen public confidence in 
the institutions. 

Principle of Examtiiation Already Recognised by Indian Law. 

The principle of bank examination has been recognised in 
the Indian Companies A(!t by the inclusion of Section 138 referred 
to above. The tremendous power that is inherent in the control 
of loanable funds and the economic str^icturc of society that such 
control inv(dvcs — which all makes banking (piasi-public- — obligates 
closer supervision on the part of the Government. 

Other Gauntries. 

A strict supervision is enforced in oapan^^ by intensifying the 
internal cheeJe juid by providing for exteri.^J control. The law 
obliges the bank auditors to submit twice a ye’U* to the Finance 
Minister re])(n*(s drawji on the basis of a close examination into 
the 8ubstaii(*e of the business. These reports must iu(dude the 
results of examination of special items required by law. A bank 
examination section lias been added in May 1927 to the Thinking 
lliireau of (he Minister of Finance for a thorough supervision from 
outside. There are 18 examiners and 54 assistant examiners who 
are divided into five divisions which are charged with the examina- 
tion of the hanks in the assigned districts. The Comptroller of 
Currency in the U.S.A.^® is required to appoint suitable persons 
to make examination of the affairs of ISTationaJl Banks at such time 
as the Comptroller thinks proper and to make a full report to him. 
They come at irregular inteiwals and without previous notice to 

29 Banking Reform in Japan, The Bankers’, Insurance Managers’ and 
Agents’ Magazine, March 19‘i8, p. 383. 

The Japan Year Book, 1928, p. 437. 

IJocninent No. 404, National Monetary Commission (U.S.A.). 

30 “ Money and Banking,” by J. T. Holdsworth, 6th Edition, pp. 268—271. 

*' Principles of Money and Banking ” by H. G. Moulton, p. 203. 

Modern Banks of Issue by Conant (1916), p. 428. 
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the banks. The normal examinations cover the entire business 
of the bank. The examiners are expected to count the cash, 
examine the discumiits and loans, satisfy themselves as re^gards the 
collateral 8e(‘urities a(*cepted, scrutinize them and other invest- 
ments, determine amounts due 1o the banks including those due 
from their direciois and make themselves thoroughly acquainted 
with the banks’ business, so as to see wliether they are being run 
on sound lines. These re])orts are sent to the Comptroller of 
Currency and since 11)1 (i copies of the same are sent to the banks 
concerned. If necessary the Comptroller calls aiteniion to certain 
facts; he may ask the bank to write down certain doubtful or 
worthless avssets ; he may even require the reduction of the reserve 
fund to cover losses or may ask the directors to make them u}) within 
a certain period. 

These otticials are paid by the state and the state is reimburs- 
ed by means of a levy imposed upon the banks by the Comptroller. 
The number of reports usually recjuired is three (five prior to the 
year 192d). Public examination insures soundness ol‘ the banks’ 
position though it does not intend to remit in any degree the 
vigilance of the directors of the banks. 

Scheme Suggested for India. 

It is therefore proposed^^ that a bank inspection section be 
added to the Pinance Department of the Government of India, the 
chief of the section should be called the Director General of Hanks, 
and should lie directly under the Hon’ble the Finance Member. 
There should be an Inspector General of Banks in each of the 
major provinces or the country may be divided into suitable 

51 Jilveii private banks are subject to insiiection by ibe National Banking 
Connnission in Mexico. 

The Bankers’, Insurance Managers’ and Agents’ Magazine, p. 376, 
March 

52 These jiroposals are jmt forth more by way of suggestions and are m no 
sense carefully thought out. 
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divisions for the purpose. Each Inspector General shall have 
under him at least two bank inspectors and such number of 
assistants as may be necessary. The Insj)ectors General and the 
Director General of Hanks shall in the first instance be appointed 
by the Governor General in Council. With a view to counteract 
any suspicion likely to be aroused in the minds of the banka and 
the Indian public, qualified Indians should as far as possible 1)6 
appointed to these posts. The Hank Inspectors shall be appointed 
ptv^ferably on the results of an open «oinpc1itive examination in 
subjects relating* (o ihe business of banking, bank accounting, 
l)anking law and practice, etc. Siress may ne laid on an or*Al test 
with a view to judge ihe })ersonality, bank e.vi)e)*icn("e, eic., of the 
candidaie. The Tns))cciors should si art oj. aboui Hs. f^iM) eacih aJid 
go up io Es. 750 by an annual iticrement of Hs. 30 (Selecjtion 
Grade 750 — 50 — 1,000). Inspecior Gc'ueral should be 

placed in the grade of 1,250 — 75 — ^2,000. The pay of ihe Director 
General of Hanks should be Ils. 2,500 rising to Rs. 3,500 by 
an annual increnieni of Es. 100. The salaries pro])osed above are by 
no means exorbitant as they are evS8e?Uial for getting suitable 
persons who would overcome such temptations as may be placed 
in their way in the i)erformance of their duties. These salaries 
and other expenses of the banking section should be ])aid out from 
the Government treasury Avhich should reimburse itself by levying 
a small cess on the basis of the deposits of the banks to be inspect- 
ed with a certain minimum. 

Cess for Expenses. 

The deposits of the Indian Joint Stock Banks iogeiher with 
the Indian deposits of the 18 foreign exchange banks amount to 
roughly 133 crores^ and a charge at the rate of 6 pies per hundred 
rupees will bring in alxmt Es. 4*16 lakhs which should, I believe, 
be suflicient to meet the expenses of the department during the 


<53 Statistical Tables relating to Banks in India for 1927, 
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initial stages. The receipts will increase with the development 
of banking in the country. 

Kind af Examination, 

With a view to see thiit the information obtained by the bank 
insijector and others of the banking section is not disclosed, it 
should be laid down that every officer on his appointment shall 
be sworn in not to dis(dose any facts which may have come to his 
knowledge in the course of <he performance of his duties except 
when recpiired by law or with ihe previous written permission of 
the Director General of ihe Banks. It should l>e made illegal for 
an ofiicer of Ijns (lepailiueiif io )-'r)rrow money from any bank 
within his purview^ as well as for a bank to lend to him without 
the written consent of his immediate officer. Bank examiners 
shall ordinarily examine without warning, a])i)raise their assets, 
go into discount and loans and examine other investments. It will 
be their duly to repoi t alxmt errors and irregularities and suggest 
changes in matters which shall make for better efTunency and 
safeguards. They shall have power to go into all the books and 
records kept by banks. They may express their opinion regard- 
ing the ade(]uacy or otherwise of the reserves and shall see that 
the conduct of the bank is in accordance with law. The Inspector 
General should have the power to interrogate directors and other 
oHicers oi hanks ^\<)I■]^ing in their r(‘s^)eciive areas. In case of 
banks whose capital and surplus funds exceed a certain amount, 
say one crore of rupees, the power of calling attention to their 
defects, requiring them to write down certain doubtful or worth- 
less assets ajid to transfer funds for meeting certain losses from 
their reserve funds or to make them up before paying any 
dividends, may only be exci’cised with the previous written (‘onsent 
t)f the Director General of Banks. vSimilarly, in their cases 
interrogatories may only be addressed in consultation with the 
head of the department. On the basis of the examiners^ reports 
each I nsjxjc tor ‘ General of Banks should make a report to the 



REGULA-flON O? BANKS IN INDIA 4l3 

Director General as to the condition of the banks within his 
jurisdiction as found out by moans of the examinations. The 
Director General shall be required to issue an annual report 
concerning* all the banks in India. 

Banking Statistics. 

The organisation of the department of banking is desirable 
also in Uie interest of the (*ollectioii and publication of up-to-date 
and Uvseful banking statistics in ihi*^ country. It is very regret- 
talde to note tlu)< the vstatistical tables relating to banks in India 
are always stale by at least two years. For instance tho tables 
])uldis]ied in (the latest available) are th» se for the \ (*aj‘ 1927. 

The cause of this deilay is hardly intelligible. These statistics 
are not (piile up to the mark either and in t^act t^hey are far from 
vsatisfactory. It is not known why the statisiicjs relating to the 
numbei of c,be(pie8 cleared in different clearing houses are not 
published even if they are collected. There can be no doubt that 
the work of collecting and compiling of banking statistics will be 
done far more efficiently and therefore satisfactorily if the depart- 
ment proposed is brought into existence. The reason for this is 
obvious. It will have free, easy and legal access to various kinds 
of availalde hanking records. To facilitate the work and to insure 
its accura(‘.y, the Director General of Banks may supply printed 
forms and require the banks to fill them up and return to him 
within a prescribed period. 

4. PROTECTION OF BANKS AGAINST DISHONEST MIS- 
REPRESENTATION OP THE AFFAIRS OF BANKS 

Need for Protection and Legislation Against SoandaLmongering; 
Also the Old Peoples’ Bank. 

It has been stated above more than on(*e that confidence is the 
soul of banking. To shake it is to take to ruin the whole banking 
structure. Tlie gravity of the wild talks against banks is revealed 
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in the history of bank failures in »lapan from March 15 to April 
21, 11)27, when no less than »3() banks with total deposits of about 
900 million yen had to (dose their doors on account of runs started 
at some slight incideiits.^^ A Keuter’s ielej^ram in the ‘ Times of 
India * for August 17th, 1929, vividly depicts the ghastly story of 
how a bank on account of scandalous f^ossip spread aft*ainst it, was 
penalised by depositors fanatically (damoiirin^^ for their money 
till the arrival of (he emergency curren(‘y. In his presidential 
address al the annual general meeting of the Central Bank of 
India, Limited, held on 25th Fe])ruary, 1929, Sir Bheroze Sethna 
referred to “ the sinister attempts that, are made now and again 
to damage our credit.” If the (diairman of a premier Indian 
Institution, sindi as the (Ventral Bank of India, Limited, found 
it necessary to warn its shareholders and depositors against- any 
gossij) and if it is always to be in nervous fear of its customers, 
the position ot other indigenous jtnnt sto(*k banks may well be 
imagined. The harm done by su(*h ruminirs is incalculable, not 
only to the particular bank against which such rumours may be 
set afloat, but also to the other banks as well as the general 
interests of the country. The necessity for legislation against such 
misdemeanour is felt when it is t<dd that even in Ameri(*a it is 
found expedient to jninish fraudulent and dishonest misreprevSenta- 
tions of the afl'airs of a bank witli one year’s imprisonment and 
a fine of fl,()0(). It is therefore necessary to lay down in the 
Indian' Banking Act, a provision by which people spreading 
unfounded rumours against the stability (d a bank should lie made 
liable to a punisliment of six months’ rigorous imj)risonment or a 
fine of Us. 599 or both. 

Permission to put Criminal Law in Motion Against a Bank. 

The law, as it stands at present in India, allows anybody to 
institute oriTniiial proceediiiffs agrainst a bank as against any other 
joint stork company. A bank which is the subject-matter of a 

34 The Japan Year Book, 1928, p. 486. 
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criminal case is likely to be talked ill of, althoug^h later on it may 
acquit itself honourably in the case. Besides it is liable to suffer 
much during the period of the trial which, it is unfortunately 
true, is a generally long-drawn process in India. It is therefore 
desirable to provide for the obtaining of permission from suitalde 
authority— *-Iiispertor lieneral of Banks or Advocate General of 
the Province in which the bank has its head office — before any 
person can put the criminal law in niotioii against a bank.^ Such 
powers to give permission or withhold it, may be exercised at the 
discretion of the officer designated. It may also be possible to 
provide against, law’s proverbial delays by making some provision 
for an expeditious hearing of such cases as i,. the case in the 
matter of election disputes. 

5. REGULATION OF FOREIGN BANKS 

Need to Safeguard the Indiatii Depositors and Protect the Indian 
Banks Against Competition. 

The foreign banks known as the excnange banks occupy a very 
important place in Ihe Indian money market. At llie end of 1927 
there were no less than 18 exchange hanks, having no less than 
88 offices in India. Their deposits in India amounted to about 
Rs. 09, 00, 00, (MK) — an amount in exce.<s of Ihe iotal deposits of 
all the Indian joint stock banks. U will thus he seen that in addi- 


35 “ I think it might be coiibidered whether ScetiDii 2854 of tlie Companies 
Act should be amended by requiring the sanction of the Advocate Oeneral before 
any prosecution is lodged under that section. The present (Company hapjiens to 
be an iron and steel company but one can imagine, cases of banking companies, 
for instance, w’here their credit is a more tender plant than that of an iron and 
steel company. There are certain provisions in England which impose a check 
on persons desiring to put the criminal law in motion in other respects which 
may with a similar check be usefully imposed as regards Section 282, at any rate 
as regards banking companies in India.” 

— C. J. the Honourable Sir Ambersoii Marten in ” Shamdasam vs. Tata 
Iron and Steel Company Ltd. 

F. 6 
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tion to the foreign exchange businesB ihese banks sire fomlidiaby 
competitors of the joint stock banks of the country in the inland 
banking business. At present they are practically immune from 
any sort of legal restrictions, l^hey do not even publish balance 
sheets giving proper information abo^ut their Indian business. 
As long as they did not draw funds from the Indian money market, 
one might not have found much fault with this practice. How- 
ever, asv their borrowings in India are very large, it appears to 
be necessary in the interests of the Indian depositors that steps 
should be taken to prevent a crisis that may otherwise result from 
some trouble to one or more of these institutions abroad. This 
danger is by no means imaginary when one considers the case of 
the Alliance Bank of Simla, w^hich, against big liabilities in India, 
held large assets abroad. The low cash resources — 11 per cent in 
the case of banks doing (considerable portion of their business in 
India and 14 per cent for other exchange banks on December 
1927, — are not quite adeijuale to bear any real strain in Ihe event 
of a panic in this country. It is true that these banks can get 
funds from their head offices but it must be admitted that it is 
not always so easy to do so. Besides safeguarding the interests 
of the Indian dei)ositors, there are other important considerations 
such as the protection of the interests of the Indian joint stock 
banks with which these foreign institutions compete with large 
and cheap resources at their disposal, as well as the desirability 
of providing suitable avenues for the employment of (qualified 
Indians in responsible positions in banks which require the regula- 
tion of the foreign banks working in this country. 

Restrictions on Foreign Banks in Other Countries. 

Branches of foreign banks operating at present in the TT.S.A. 
are governed by the respective State laws. Foreign banks are 
not allowed to receive deposits, moreover the amount and 
character of their business is defined and limited.^ 

36 “ Indian Finance/’ Banking Enquiry Number, 1930. 
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Danmark. 

Foreig*n banks have to obtain permission from the Govern- 
ment before they can open branches in Denmark. They are liable 
to be restricted in their business. The business man aggers of foreign 
banks in Denmark are required to be Danish subjects. No 
foreigner (*an become a direc tor or manager of a bank in 
Denmark. 

France and Italy. 

France and Italy insist on joreign banks desiring to open 
branches in those countries, to pay an incorporation tax which 
is based on Iheii* ( apiial.^^ In the matter of income-tax the general 
law of the land does not govern them bat Ibey have to eutey into 
special agreements with the financial authorities. A turnover 
tax is levied on exchange operations. Along v. ith the domestic*, 
banks, foreign banks are reqtiired to submit certain returns to the 
National Treasury. Even in England the CunlifPe Committee late- 
ly drew the attention of IlivS Majesty’s Government to the freedom 
with which foreign banks could establish themselves in that 
country. 

Japan. 

A foreign bank has to obtain a license from the Minister of 
finance before it can operate or open a branch in Japan. The 
Japanese law precludes foreign banks to the use of any word 
indi(^ative of bank. The Minister of Finance can imp<jse any re- 
strictions he may choose or he may refuse permission altogether. 
He may either forbid the bank to take deposits or subject it to a 
certain tax as he likes. For every branch that a foreign bank opens 
in Japan, it is required to deposit 1,00,000 yen in the Govern- 
ment treasury or other securities approved by the treasury author- 
ities. When the new Act was put into force, five years’ time was 
allowed fo such foreign banks as were already operating there 

37 Indian Finance,” Banking Enquiry Number, 1930, 
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to comply with its provisions or any eonditions that the govern* 
men! may prescribe in their behalf. 

Czecho-Slovakia. 

The Czecho-Slovakian Government does not permit foreign 
banks to open bran(‘hes in thai country No foreign bank can 
open a branch in Australia. Curiously enough, the Chartered 
Bank of India, Australia and China, has no branch in Australia.^ 

Restriction of Foreign Banking to Promote the Indigenous. 

These various restrictions referred to above and similar others 
are intended to nurse and‘ develop indigenous banking institutions 
by eliminating outside competition and infusing confidence in na- 
tional concerns by backing them up with the strength, prestige 
and authority of the State. Stimulus is further obtained from these 
restrictions necessitating foreign banks to enter into alliance with 
local capital and management and open separate institutions for 
handling their foreign operations under local laws. 

Suggestions for Regulation of Foreign Banks in India. 

In view of the position explained above, the opinion is some- 
times exiiressed that exchange banks should not be allowed to carry 
on their business in this country. This view cannot be supported 
owing to the fact that the exchange banks in this country have 
in the past rendered certain services to the Indian trade parti- 
cularly the foreign trade of the country but there should be no 
objection to their regulation on the followng lines: — 

(1) All the exchange banks working in India should be 
required to obtain from the Einaiuie Department of 
the Government of India, through the Director Gene- 

38 Hanking Reform in Japan, The Bankers’, Insurance Managers’ and 
Agents’ Magazine, March 1928, ]>. 383. 

39 The Year Book of the Czecho- Slovakia Republic, 1929, pp. 118-1X9, 

40 “ Indian Finance,” Bunking Enquiry Numtier, 1930, 
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ral of Banks, a license which should be g^iven, refused 
or cancelled after giving one year’s notice at the dis- 
cretion of the Finance Memtar of the Government of 
India. All these exchange banks working at present 
in India, which can satisfy the Director General of 
Banks that they are keeping adequate resources in 
India to meet their rupee liabilities and which agree 
to comply with banking lawr of this country should, 
on payment of the prescribed f . ^s, be grented the 
necessary licenses. 

(2) The exchange banks doing business in India should Bke 

the Indian joint stock bank'% jnibiish statements show- 
ing their Indian deposits .ind other liabilities; ad- 
vances and discounts and i)>vest rentp in cash. These 
should be accompanied by latest balance sheets issued 
by their head offices. 

(3) The Director General of Banks should have the power to 

ask for any further information he may deem neces- 
sary from the exchange banks. 

(4) The exchange banks like Indian joint stock banks, should 

be required to maintain cash resources against their 
rupee liability. 

(5) Foreign banks should be subjected i-o the inspection by 

bank examiners and control like indigenous banks. 
Kepoiis and returns shall l>e us obligatory on them 
as on others. 

Provisions for the Employment of Imilians to Superior Posts in 
Foreign Banks. 

In addition to the above it may be considered whether it is 
not desirable and proj)er to require the ex(diange banks working in 
this country to throw open at least a certain percentage of their 
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superior posts in India to the people of this country if and when 
qualified persons are available or to train a certain minimum num- 
ber of Indian probationers. In this connection reference may be 
made to the fact that the new regime in Turkey compels all alien 
corporations “ to take in Ttirks in their employ on 50-50 basis.’* 
The Ionian Bank was threatened with suppression unless it in- 
creased the proportion of Moslems employed to that required by 
law.**^! It may also be considered wdiether the exchange banks 
should not be required to pay any special tax on their profit earned 
in India. 


41 “ Early European Banking in India,” by H. Sinha, 1928, see footnote 5, 

p. *220. 

The Annual Kegister (New Series), 1926, p. 207. Even the Ottoman 
Kailway was compelled to employ a number of Turks against its will. 
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SUMMABY 

Bankinpf in any conntiy should o devcdopod JivS to promote 
its many-sided economic activities. Indian banking* is conspicu- 
ous for its failure to assist ihe industrial development of the t^oun- 
^try; nor does there exist in fhe country an (^r^anized capital 
market. Their place is taken, however insufficiently, by the Manag’- 
ing Agency system — India univ|ue contribution to the institu- 
tional developments of industrial finance. 

The Managing Agents are usually men of independent means 
who are prepared to risk their capital in the preliminary operations 
incidental to the creation of any large industry. They promote 
companies, and on the strength of their reputation, get the public 
to invest their money in industrial concerns. They are also 
financiers — they either procure funds for the industrial concerns 
they manage on the guarantee of their own i.ersonal financial 
standing or they lend them money from their own private re- 
sources. hTiially, they manage the business of the concerns which 
they finance or assist in financing. 

The Managing Agency system has been undoubtedly respon- 
sible for bringing about even the little industrial develojiment 
w^hich exists in this country but it has probably outlived its use- 
f Illness. With its limited resources, lack of a banking clientele 
and an expert technical staff, it can never hope to achieve for this 
country a rapid and extensive industrial development. At the 
same time, it is getting to a stage when its usefulness is being 
outweighed by the disadvantages attendant on its existence, viz., 
failure to properly co-ordinate the available organizing ability 
and capital in this country and inefficient management of industry, 
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A new sysiein will Iherefore have to be devised to solve the problem 
of industrial development. 

The most common suggestion made for solving the problem 
is the creation of Industrial Hanks. It is assumed that industrial 
banks will succ.eed in supi)lying both the fixed and floating capital 
needed by industry in this country. As regards the supply of 
fixed capital, if it is to !)e done on a scale large enough to speed 
up industrial develoj)ment, capital worth several hundreds of crores 
will have to be raised. Such a course is impracticable under the 
existing economic circumstances of this (‘ountry. If industrial 
banks, then, will only have to supply floating capital or working 
exi)enses, it appears highly unnecessary to undertake the trouble 
of creating new institutions for doing what can be done by the 
existing banks themselves with a little more of imagination. The 
only remaining course is to give a new turn to Indian l)anking, 
im])a7‘i it an industrial bias and set it working on the lines of the 
German Credit banks. It is suggested that a certain amount 
of state aid should I e given to them to induce them to create ^ 
industrial departments. 


It can be taken as almost axiomatic; that the banking organi- 
^sation of a country should, if it were really to l)e useful, look to 
the promotion of the |^nany-sided economic life of the people. In 
other words, there ^]^ould be an all-round development of banking 
which, on the one hand, should mobilise all the credit resources of 
the nation, and on tlie other, use them for the development of the 
agriculture, industries, and trade of the country. This can only 
be done if banking were diversified and the country (*ontained banks 
that undertook the specialised work of attending to the needs of 
agriculture, industry, and trade of the country respectively. So 
far as commercial banking is concerned, India has an organised 
and widely developed indigenous banking system; though it must 
be admitted that banking on western lines is still in a crude and 
undeveloped stage of evolution. As regards agriculture, soime 
kind of an organis^^d attempt has been made from the beginning 
of this century to create a banking system specially interested in 
agriculture, and its development is entirely a result of the growth 
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of tke co-operative movement. It is true that this attempt was 
only partially successful, and left practically untouched the field 
of long-term capital and debt-redemption. In the matter of in- 
dustry, however, the Indian banking system cannot boast of even 
this partial success. Banking in this country has left entirely 
unexplored the possilnlities of co-operation and partnership with 
industry, with one exception where a big experiment in the way 
of industrial banking was attempted and resulted in ignominious 
failure. At the same time, the other essenii'^l besides industrial 
banking for si)eedy industrial development, viz., an organised 
capital market spread out over the country is also lacking. In 
the absence of these two essential prcliminarv conditions is to be 
found one of the main causes for the slow industrial development 
in this country. And yet, we cannot ignore the fact that there 
has been some industrial development, and this could not have 
been possible without the aid of some kind of an organised sys- 
tem of industrial finance. In considering projects for the creation 
of new economic institutions of the type of industrial banks in 
this country it is desirable to take into account the existing 
methods, principles and organisation of industrial finance. Only 
after a preliminary survey of the existing institutions which are 
acting as industrial financiers can we be in a position to trace 
defects, offer criticism and suggest remedies. It is therefore pre- 
ferable to discuss this subject under two broad divisions; 

(1) Existing methods of industrial finance — description and 

criticism. 

( 2 ) Suggestions for improvement. 

Existing Methods of Industrial Finance. 

The financial needs of industry are of a twofold character. 
Every industry needs fixed capital, and floating capita;!, in more 
technical language, block account and current account. The fixed 
capital or block account covers the initial needs of the industry, 
the expenses of sites, buildings and, machinery necessary for the 
P. 6 
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permanent working of that industry; capital for this purpose is 
necessarily long-term capital for it ivS a long tim(^ before such 
fixed capital becomes productive. Floating capital or current ac- 
count Covers the ordinary Working expenditure of the industry 
such as, e.g., the cowst of the raw material, wages of labour and the 
remuneration due to the entrepreneur. The length of time for 
which such w’orking* capital is needed depends primarily upon the 
rapidity of turnover of the article (‘oncerned. It may be said 
that in contradistinction to fixed capital, capital required for 
working expenses is short-term capitaL So that the problem of 
industrial finance is not merely the provision of long-term capital; 
as important, if not even more, is the provision of short-term capitaJl 
w’hich alone keeps the industry going. 

In India., as elsewdiere, long-term capital for industrial develop- 
ment is provided by the shareholders of joint sto(h corporations. 
The only dift'erence is that, whereas in the west, there is an inter- 
mediary between the entrepreneur, and the investing public, there 
is nothing of that sori in India. In the ^vest, the whole system 
of a regular capital market is highly organised and thoroughly 
efficient. It is recognised that capital is as much of a commodity 
as others and needs similar treatment. Thus, for example, if we 
habitually buy certain articles from a dealer, we are prepared to 
accept his judgment of the quality and genuineness of the goods 
he supplies us. We leave to him the task of choosing between 
different samples of one variety; the manufacturer, on the other 
hand, is saved the task of discovering and iransacting business with 
individual purchasers. The dealer, then, is a valuable interme- 
diary; similarly, in the case of provision of capital, there are, on 
the one side, the investing public desirous of investing, but not 
prepared to choose for itself the objects of its investment; on the 
other side, there are the entrepreneurs with ideas, and possibly a 
little money as well, who need capital. An intermediary is neces- 
sary; that intermediary is the stock broker and the underwriting 
house, and the whole paraphernalia of the capital market. With- 
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out such an org^anisation there can be no rapid or large scale ih- 
dustriai development. In countries where capital markets are not 
so developed, and the vstock exchange aim underwriting business 
are in their infancy, banks themselves undertake this task of act- 
ing as intermediaries between the entrepreneur and the purchas- 
ing public. In such xBases, the entrepreneur has only to convince 
the expert management of the bank of the soundness of his pro- 
posals; and he will get the capital he ’'equires: the investing public, 
on the other hand, have only to truht t(' the judgment and J}ona fides 
of the expert managpmeut of the bank whose clients they are; 
ajid they get the projier stock in which ^o invest their Siivings. 
One can therefore easily realise the immense Importance of some 
such organisation in mobilising the idle ca], iial resour(‘es of the com- 
munity. It 18 a tragedy therefore, that there is no such effective 
organisation in India. The Indian capital market hardly deserves 
the name, while the banks da not undertake this kind of work. 
But there must be some substitute however inefficient it might 
bo — otherwise, there can be no industrial development through the 
medium of joint stock concerns; for the public will not invest 
theii money unless they have confidence, and at the same time 
they have neither the ])atieiice nor the necessary knowledge to ad- 
judge accurately the merits and demerits of prospective subjects 
of investment. They want someone in whom they believe, and 
by whose association with a particular industrial concern ihey 
acquire the necessary confidence in that industrial concern itself. 
^Phis Indian substitute for a capital market and an industrial 
banking system is the Managing Agent. As the Managing Agency 
system and the Managing Agents form the liasic framework of 
existing methods of industrial finance in this country, we give 
below a brief description of this system. 

The Managing Agency System, 

The following rough definition is attempted by the present 
writer as summing up the main contents of the concept of the 
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Managing Agency system. The Managing Agent is an individual 
or group of individuals with strong financial resources, who do 
the preliminary work of research and experiment precedent to the 
starting of new concerns, form and promote joint stock companies, 
act as their financiers or guarantors and generally manage their 
business. The main functions of Managing Agencies can then be 
classified under the following three heads: — 

(1) They act as company promoters. 

(2) They take the place of underwriting houses, and by their 

financial reputation, inspire confidence in the invest- 
ing public. 

(3) They supply the working capital of the concerns of 

which they are the agents, either from their own 
resources or from borrowed money. 

Company Promoters. 

It is a well-known fact that before any industrial concern 
can be started, a certain amount of preliminary work has to be 
done, involving expenditure of both money, and technical and 
financial talent. Under present circumstances in India some one 
individual or a group of individuals has to take the initial risk 
of investigating into the possibilities of the successful working of 
the new concern, and start preliminary operations. In the west, 
the efforts of these initial promoters are rewarded by the grant 
of ready cash or the allocation of a certain portion of their share 
capital. In India, they are rewarded by being entrusted with 
the managing agencies of the concerns in creating which they 
take the initiative. A notable instance of such a concern which 
has turned itself into a managing agency is Tata Sons, Ltd., 
especially with reference to the Tata Iron and Steel Company, 
the Tata Hydro-Electric Company and the Indian Cement Com- 
pany. Indeed, most of the big Cotton Mills, and Jute Mills, iron 
and steel works, tea gardens, collieries, and the greater number of 
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the Electric Supply Companies and the Light Railways m India 
were established and controlled by Managing Agents. 

It many be pointed out however that not all managing agen- 
cies perform this function. They may also come into existence at 
the time of the liquidation and reconstruction of established in- 
dustrial concerns, e.g., when the Sir Shapurji Bharucha Mills 
went into liquidation, a new company was started lo buy it up, 
of which the Sassoon group became the xiiunaging agents. 


Underwriting Houses. 

We have already pointed out how necessary it is that tbere 
should be a trusted intermediary to b.ing together the moneyed 
investing public, and the needy but brilliant Company promoter. 
This function is i)erformed in the west by lanlei writing or Issue 
Houses, and on the continent, forms a part of the normal work of 
banks. In India, however there are no underwriting firms or es- 
tablished Issue Houses. The man with ideas and enterprise has 
therefore to find some one to back him up, in wlioiii the pulilic 
will have confidence. They assist in the i)la(‘ing of shares ou the 
market and the mobilisation of the people’s savings for industrial 
purposes.^ 

Financiers. 

The promotion of Companies, and issuing of their shares are 
not the necessary functions of every Managing Agency. The 
most important as well as the most universal attribute of the 
Managing Agency is the supply of finance. 


i C/. “ The Managing Agency system has done more to provide and attract 
capital into industrial enterprise than Banks or Corporations.” — Evidence of the 
Bombay Chamber of Commerce before the Central Banking Enquiry Committee. 

Also cf. ” The existing big industrial undertakings in India were practically 
created by firms wdiose activity of financing and controlling industry was covered 
by the plain name of Managing Agents.** — Dr. L. Nemenyi. 
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Every industrial concern needs finance of two kinds, viz,, 

Fixed capitiil or Block Account. 

Working* capital or Current Account. 

The former is mosily supi)lied hy shareholders. As regards 
the supply of working* capital or new fixed capital for purposes of 
reconstruction or extension of the business there are three ways of 
raising* money. 

(1) Through Banks. 

(2) Through deposits by the public. 

(3) Through Managing Agents. 


Banks. 

The evidence of Indian induslrialists and Chambers of Com- 
merce given before the Central Banking Encpiiry Committee now 
sitting at Poona demonstrates the enormous difticulties experienc- 
ed by them in obtaining financial facilities from Banks. It may 
be noted that the evidence of European Chambers of Commerce^ 
radically differed from this view and stressed the existence of 
ample facilities to sound concerns. This evidence might be a 
l)ractical confirmation of the long entertained suspicion that 
European concerns obtain finance on easier terms than their Indian 
compeers do from either the Imperial Bank of India or the Ex- 
change Banks. Apart from this, even assuming a genuine desire 
oil the part of banks to be helpful towards industry, they arc not 
prepared to take the risk of financing industry in periods of de- 
pression which is the time when it most, reipiires finance. It 
is thus a fact that during the period 1920—23, Joint Stock Banks 
found the greatest difficulty in obtaining funds. It is also well- 
known that hanks in Bombay have recently considerably curtailed 
their advances to textile concerns in the city, while one firm of* 

Northern Iii<lia Chainhcr of Commerce, Bombay Chamber of Commerce, 
Exclmrige Banks’ Association, Bengal (^tiamher of Commerce, Kara(5hi C’.hamber 
of Commerce, and Managing Governor of the Imperial Bank. 
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exceptional financial standing and in a fully solvent condition was 
threatened with a closing of its cash credit just because it was in 
temporary difficulties; Even when the banks do lend money, they 
are not prepared to lend it on the security of the stocks in hand or 
in process or the mortgage of the finn’s fixed assets alone; they 
demand in addition, a solvent and financially strong guarantor; 
and this happens in practice to be the Managing Agent.® So 
even in the obtaining of finance from bankS; the assistance and 
guarantee of the Managing Agent is found ji.cessary. 

Deposits from the Public. 

It is pointed out^ that with very iew excrptions, cotton mills 
generally depend for llieir working capHal to a considerable ex* 
tent on deposils received from the public. Thus, for the year 
ending dlst December, 1928, the amount of deposits received by 
25 mills reached the aggregate total of Rs. 5 08 crores.® As a 
matter of fact, till recently, public confidence was so well estab- 
lished that mills could obtain deposits at even less than the Bank 
rate ; the Ahmedabad mills obained them at rates varying from 

3 “ Apart from Government and other Trustee Securities deposited with Banks, 
it JH not uncommon for them to demand and obtain from Mill Companies the Joint 
rromifisory Note of the Companies and its Managing Agents as cdllateral security 
for advances made.” — Evidence of the Bombay Mill -owners’ Association before the 
Central Banking Enquiry Committee. 

Also ” In the case of the Imperial Bank of India, to meet the requirements of the 
Act, advances to Companies of this nature are granted on the security of pro- 
notes drawn by the borrowers in favour of the guarantors, who are usually the 
Managing Agency firms and endorsed by the latter to the Bank ; and the hypothe- 
cation of stocks is taken as collateral security.” — Evidence of Mr. K. M. MacDonald, 
Managing Governor, Imperial Bank, before the Banking Committee. 

4 Vide evidence of Mr. A. D. Shroff before the Central Banking Enquiry 
Committee. 

5 Ibid., Shdapur mills with a paid-up Capital of Bs. 8 lakhs had Rs. 100 
crores; Swadeshi with a paid-up Capital of Rs. 20 lakhs, held Rs. 42 llakhs of 
deposits. 



4S0 


V. K. ». V. RAO 


5 to 6 per cent. But, here again the Managing Agents form ^ 
necessary factor in securing such finance. The readiness of the 
public to deposit funds, and the rate at which they lend the money 
depend entirely upon the credit and financial standing of the 
Managing Agents of the companies concerned.^ Of recent times, 
even this source of finance is getting dried up on account of the 
extensive Treasury Bill operations of the Government of India. 

Managing Agents. 

It has already been pointed out how the assistance of Managing 
Agents is found indispensable for obtaining money either from 
banks or by deposits from the public. Besides the assistance which 
they lend to industries by the guarantee of their name, the Manag- 
ing Agents often render direct financial aid by granting loans from 
their own private resources to the industrial concerns which they 
manage. This, in fact, is the most important function which they 
perform in relation to industry. And, it is pointed out that in 
the financing of the working expenditure of textile concerns, tea 
gardens, collieries, jute factories, iron and steel companies, and 
power concerns, the Managing Agents play a useful and a pre- 
dominant part^ especially in periods of depression when the banks 
are positively unwilling to grant adequate cash credits to these 
industrial undertakings. 

Even the financing of block expenditure, especially when it 
is by way of reorganization of an existing concern or the addition 
of new machinery, is undertaken to a largo extent by these Manag- 
ing Agents. In western countries, such expenditure is financed 
by the issue of debentures. Debentures, however, do not fluctuate 

6 Vide the evidence of the Ahmedabad Millowners* Association : “ The financing 
of deposits is possible only on the credit of the Agents. Hence if the Ageaits 
are not very substantial parties, they are unable to obtain deposits.” 

7 Vide the evidence of the Bengal National Chamber of Commerce, the Bombay 
Millowners* Association, the Ahmedabad Millowners* Association, the Indian 
Tea Planters’ Association, the Marwari Chamber of Commerce and Mr. A. D. 
Bhroff, 
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in value so readily as shares, and therefore are not proper material 
for speciilathm. This factor, it is claimed by the Bombay (Chamber 
of (Commerce, may be the one rosponsibie for their un])opularity 
in the markets of western India. And their place i^ perforce, 
taken by the Manaf>ino- Af>ents. 

General Features of the Managing Agency System. 

The Managing' Agents then, are the company promoters, the 
issue houses, and the industrial finaut'iers of India. Indeed, as 
was pointed out by one witness oefore the Central Banking 
Enquiry ('ommittee, the additicm of a dt])artmeni for (\)nimercial 
Banking to the normal functions of the Indian M.inaging Agent 
would make him corresjiond ver;, eb'seic to ihe hig* (\>ntiuental 
Bank of the mixed type which has played sin^ti an imjKirtan* part 
in tlie iiromotioii (d imlustilai devehqimeni. And, eonsideriug 
the ini])»*T‘iance <»i their fmndioiis, it is strange that there is no 
regular <*onstitution for these firms and that they have no systeuiati(' 
organisation. They have eoine into existen(*e out. of the sheer 
piessiue of economi(^ cireiunstanees, and probably repiesent. India’s 
lundpie contribution to the institutional developments of industrial 
finance. 

Defects cf the Indian Managing Agency System. 

There are, however, certain defects about the Managing 
Agency system in India which cannot, he ignored. These may be 
roughly classified as under: — 

(1) Divorce between banking* and industry. 

(2) Inefficient direction and management of industry. 

Divorce between Banking and Industry, 

While the Managing Ageiihs in India have undoubtedly tried 
to supply tlie need for industrial banking, it (*annot he denied 
that the result^^ achieved are not as great as would have been the 
case, if banking in this country had developed an industrial bias. 

F. 7 
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Thus* the Mauaj^iuft' A^'euts fund io work in a j>roove with the 
result that their outlook on industry becomes conservative, and 
new industrial propositions are not given the proper aitention 
which they deserve. Secondly, these Agents are not organised 
into any one associaiiou nor do they actively co-operate in the 
promotion of industry. The rcvsnlt is that they do noi have, at 
their service, the necessary techni(‘al and economic experts who 
alone can decide upon the soundness, praciicability and profitable- 
ness of proposed new undertakings. Thirdly, the financial re- 
souices of these Agents are limited with the result that even in 
protected and undoubtedly profitable industrial fields, new con- 
cerns do not come into existence.® Fourthly, whatever their 
financial standing or reputation, they do not have that intimate 
contact with the investing public whic h is possessed by banks, so 
that they aie unable to float or underwrite industrial issues to any 
considerable extent. Tn short, the dual existence of the Manag- 
ing Agency system, and the banks has resulted in a drag on 
industrial development, the a<'tual industrial concerns floated and 
worked having a very remote relation to the total savings of the 
people on the one luuid, and the brilliant schemes of the 
entrepreneur on the other. The Managing Agencies, then, have 
failed to secure proper co-ordination between the capital and 
organizing ability available in this country. 

Inefficient Direction and Manageirtent cf Industry. 

W hilst we do not forget the yeoman servii^e rendered by these 
Agencies in making industrial development even possible we 
cannot deny the charge ol inefficient management levelled against 


BCf. Speaking of the Iron and Steel mduHtry Mr. A. J). Shroff asserin : ‘ That 
there is a lark of arlequate credit facflities for the finance of this industry is widely 
recognised and this recognition explains why new companies are not started for 
the iiianulactnre of steel, iiotw itlislanding the fact' that the cost of producing pig- 
iron IS cheaper in India Ilian anywhere else and that tlie annual consunipiion of 
steel IS much larger than the iota! producing capacity of the existing companies.’ 
— Evidence before the Central Banking Enquiry Committee. 
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them. The following are the reasons alleged by those who ouglit 
to know about the matter: — 

(1) Managing Agents are interested in securing employment 

for their friends and relatives in the concerns manag- 
ed by them and thus sacrifice efficiency and talent to 
short-sighted views of their own inlerests. 

(2) Managing’ Agents are interested in getting the raw 

materials, etc., ol the cnnerns ^nanaged by them 
vSiipplied by their fiiends and relations who are 
encouraged 1o charge prices higher than the market 
raies. 1 he cost of prfuluc^ion is ihns unduly raised 
and ihe industry naturally gets a reputation for 
inefficiency. 

(d) Ihe metho<! of remunerating the Agencies used once 
uj)on a lime, to he that of allowing commission on 
production instead oi sales, with the resull that the 
Agents used to embark blindly on a career of ])rodue- 
tion without any reference lo the nature and extent 
of the demand. Fortunately, this prac’tice is now go- 
ing out of vogue and being replaced by one of com- 
mission on net profits.’ 

(4) Being not directly interested in the fixed capital of the 
companies they manage, there is a possibility of these 
Agents not paying careful attention to the share- 
holders’ interests in expending the money. Some- 
times it is alleged that concerns are run into 
voluntary liquidation, when the Managing Agents 

I 9 Reminiscent of the old times is the case now pending against the Managing 
I Agents of Manckji Petit Mills, who in their terms of agreement with the 
I Company, inserted a clause of a commission of a certain fixed aniouni on every 
I lb. of cloth produced by the ('ompany. It is contende.l by the shareholders that 
I this clause is unjust and out of-date and should be replaced by one of commission 
' on net profits. 
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form a new (H)iupany and take over the assets and 
sto< k of the old one at abnormally low prices. 

(5) The interests in Manag'lng’ Agencies are heritable assets 
wiili the result that there is every possibility of the 
control and guidance t>f industry passing into the 
hands of absolutely inefficient persons. 

Summary. 

The Managing Ageiny system is an instituiion which has 
played a cardinal part in the industTial development of this 
country. To this iristituticm is due the creation and continued 
existen(*e of , such oj tin* indnstrial (onceins jis luivc suiwived in this 
country in s]nte of the admittedly commercial character of the 
Indian banking organisations which were devoid of any industrial 
bias. AV'hile recogTiising the services rendered by this institution 
to industrial development, it must be admitted that in their 
present form, they have almost outlived their usefulness. The 
Managing Agency has not. resulted in any considerabh* co-ordina- 
tion of capital and orgaiiisanoii, nor lias it obtained any conspicu- 
ous success in the management of industry. The larger interest 
of industrial finaine for Indian industrial development therefore 
demands either a reform ol the (dd one oi* the creation of a ik'W one 
which will have, as its sole objective, extensive, speedy, and 
sound industrial develo])ment. These, then, shall be the criteria 
which v\e shall apply to any proposed s(*henies of financing Indian 
industry. 

(1) It must ensure industrial develo])m(mt on a large s(.'ale. 

(2) It must sp(»ed up industrial d(*velo])ni(‘ni. 

(8) Ft must ])f)t result in tin* n'ckless promotion of bubble 
com])anies the failure of which will destroy public 
<'()nfidence, but should create sound industrial 
concerns. 

(4) It should be practicable. 



INDUSTRIAL FINANCE IN INDIA 


435 


In short, ii must niohiliso and co-ordinate the available capital 
and organising ability in this country lor purposes of rapid and 
extensive industrial development. 

Industrial Banks. 

The solution most commonly suggested is the formation of 
Indusirial Ihuiks, either oj» an all-India basis or foi* each indivi- 
dual province. While the European t^hamhers of Couiinerce and 
ind isiiialists are almost unanimously rgainsl i be ( reation ol 
industrial banks, Indian indiislr:alisis and associaiioiia have 
declared themselv(*s calegorically in favour (m* such banks, The 
Industrial (-om mission was firsl K'sponsil h' !bi* j opuhn ising tin' 
advocacy of industrial hanks. Aftei (bn luring ihemselves in 
favour ()[' Hie creation ot' indusirial lia.nks, 1 iu; (^>mmission proceed- 
ed,^^ ‘‘ We are of opinion ihai aii indusirial i.an‘v should possess 
a pai<l-u]) share or d(*beniure capital high in propcuilon to iis total 
husiiH'ss, it should observe tlie usual precautions in noi allowing 
too large a share of iis funds to be used lor the heuefit of any 
single ini(uesi or gioup of financially interdependent in1er(‘sts; its 
loans on ])lants, buildings and land should be caiefully considered 
and should be limited in each case; ibe larger iiorlion of its indus- 
trial business should be confined io the provision of working 
capilal; ii should provide initial capital wilh caution, at any rate 
during iis opening years, aiul slnuild noi itself ai firsi attempt to 
float (‘ompanies, ihough ii may advise and assist in othei* ways the 
jiersons wlio propose to do so. The main factor of safety in an 
indusirial bank is the judicious limitation of each class of business 
to Its proper ])ropoitions.’’ Elsewheie, the (knnmissioii ()bserv<‘d, 

iO Ejj., The Binnhay Millownern’ AKsneiahnn, the Southern In»hji Chamber of 
Comincrce, Karachi Indian Merchanl.K’ Association and Buyers' and Shippers’ 
Chandler, Andhi^a (’hainher of Commerce, Marvvari (’hamber of Cu>,iinorce, tluj 
Ahmedaiiad Millowners’ Association, Air. A. D. Shroff and Mr. S. N. 
]\)chkhana\\ affa. — Evidence before the Central Banidn*; Enquiry Ooiniuittee. 

Id Industrial Commission’s Eejiori, para 291 . 
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An industrial bank with a sufficiently large capital to ensure its 
safe working must, at any rate for some time, combine ordinary 
banking businevss with its industrial activities to enable it to obtain 
a return on its capital/’^2 Four facts stand clear from the preced- 
ing description: — 

(1) The Bank should, in addition to its industrial acti- 

vities, carry on commercial banking. 

(2) The Bank should look mainly to the piovision of work- 

ing capital. 

(d) The Bank should not float companies. 

(4) The major portion of the Bank’s resources shall be 
drawn from paid-up share capital and debentures. 

The ((uestion of industrial batiks in India really resolves itself 
into this — are they to assist industrial development by supplying 
fixed capital and directly jiarticipating in new issues or not? The 
Industrial (Commission’s reply is in tfie negative, so far as the 
immediate future is concerned. There are iithers who are more 
hopeful. If the main function of an industrial bank is going to be 
the su])ply of fixed capital, then it must have an adequate amount 
of financial resources. Such financial resources will have to be 
tied up for a long time, and cannot obviously be raised by deposits 
from the public. The money required will have to be raised from 
share capital and debentures. And the suggestion is that there 
should be one industrial bank for every province in India. 
Assuming that each bank has a minimum spare capital of Bs. three 
croreft each, the total money required will be at least Rs. 27 crores. 
This amount (annot be raised unless the state guarantees payment 
of interest as well as capital. Payment of interest will not involve 
a great financial strain ; but payment of capital is a risk which 
the state cannot undertake for this reason that the risk is very 
real; unless the new industrial banks take gi*eat risks, they will 


12 Industrial Cominission’s Report, p. 181. 
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not succeed in promoting industrial developnieni ; if they do take 
risks, the state stands every chance of bein^ called upon to pay 
ihe shareholders, and the enfeebled Indian taxpayer will be the 
sufferer. Even assuming* that on grounds of national necessity, 
the state is willing to undertake this risk, industrial development 
cannot be brought about on a profitably large scale unless ihe banks 
have much larger resources to operate with than the 27 crores 
which will be their share capital. Even the present industrial 
deveiO]unent of India has c ost this c onn try capital ex(*eeding several 
hundreds of c lores, though it is artiniited on all hands that the 
develoi)inent has been painfully slow and on a small scale. The 
protag<»nis1s of industrial banks ])rop<>se to •unjuire the larger 
resources re(piired by the banks issuing del>en1ures to the value 
of several times theii share capital the multiple varying irom 
5 to 20. Whether these debentures will be taken up by the public, 
however, is a very doubtful ouestion. Unless (io\ eminent guar- 
antee repayment of the debentures as well, they will not find a 
market; that, however, is a tourse which they can in no circinn- 
staiu'e follow, looking to the fa(*t that would thereby commit 
them to the payment of several hundreds of crores of rupees. 
Without Government giiaraiitee, the debentures will not find a 
market. Even a company of the financial standing of the Tata 
Iron and Steel Company had to raise its debenture ca])ital outside 
India. Even if the new induslrial banks start commercial bank- 
ing business thereby attracting clientss whom they can persuade 
into piirehasing tlieir debentures, it will take a long time before 
they will o'htain a sufficiently large number of clients and a(*(juire 
the necessary credit ii their eyes. We may therefore dismiss as 
impracticable the suggestion that industrial banks (^an finance the 
fixed capital expenditure of industrial concerns. The extent to 
which they can do so is certainly limited and will not resuH in 
rapid industrial development. 

The other function which is assigned to industrial banks is 
that of financing the working expenses of industrial concerns. 
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Advocal^s of ill (lust rial banks for this specifii* purpose however 
must lemeinber lhal even to-day, ordinary banks do lend consider- 
able sums of money to sound industrial concerns. Itidustrial con- 
cerns obtaiji a lar^e portion of their working' (*apital from banks 
thouf^h with dilliculty and on Ihe ‘guarantee of the Managing* 
Agents. The (‘omplaini. is also made that ihe l)anks require too 
large a margin; and witlidraw their assistance in times of de- 
pression. lMies(' unha])])y results arise from two causes, viz., the 
absence of licensing waiehouse whi(‘h will ])rovide industry with 
liquid and negotiable securities, and the absence of an industrial 
bias on tbe part ol Indian banking. As regards the rirst defect, 
mosl of the Pro\incial Hanking (Committees have re])orted in favour 
of the (‘reation of Licensed warehouses, preferably with State Aid. 
Thai will jn()vid(‘ banks with negotiable secairilies and will re- 
move one of Iheir objections to lending money to industry. 

As regards Ihe second, we detail below ways and means of 
giving lianks in India an industrial bias. Hy Hanks possessing 
an industrial bias we mean banks which will work on the lines of 
the (b'nnan (h*cdit Hanks. Such mstilulions will not only siqqdy 
the working expenses of industrial concerns, but will als(» assist 
in the ('reation of new coiU'erns and liring about industrial 
development. 

Thus, these Hanks wdll have, in addition to their (*oinmereial 
banking business — whi('h is their main soima* of profit — an Indus- 
trial l)e])art]neiit. The most recent hook on joint stock banking 
in (buinany thus descnlx's tludr functions: “ The current or short- 
term biisiiM‘ss of ciedit banks has assisic-d them in cariying out 
promotion and issue transactions. In most cases they have been 
able to api)r()a.ch the latter wu'th a full knowledge of the under- 
takings concerned, or of similar undertakings, leased on continu- 
ous business !‘(dations : they have Ikmmj td hand to advise their 
(uistomers as to the prospec'ts for pla(*ing an issue in the capital 
market, and when the outlook has been temporarily unfavourable 
they have been able to make advaiu'-es in anticipation of the 
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the investing public, for whom they act as brokers, have assisted 
them in placing securities Thgir commercial banking thus 
helps their industrial banking operations; and their industrial 
banking increases their commercial banking business. As Whale 
points out: “The distinctive characteristic of joint stock bank- 
ing in Germany is the integration of bianclies of finance which 
elsewhere are often separated.’’ The industrial activities of 
German Banks, however, observe the following conditions: — 

(1) Policy one of promotion of new industrial concerns 
and the placing of their issues on the market rather 
than one of direct partitdpation by subscription to 
share capital. Even when the banks do subsc'’il)e 
to the share capital, they d^ so m conjunction with 
a special syndicate formed for the purpose, and the 
investment is for a strictly temporary period. 

(3) Before the Bank sponsors any new industrial concern, 
it makes the fullest enquiries, both technical and 
financial, regarding the prospects of its success. This 
is done by the expeHs employed by the Bank specially 
for that purpose. 

(3) After a Bank sponsors a new industrial concern, it 
does not regard its task as complete with the mere 
floatation of its issues, it regards itself bound to look 
after the interests of that concern, since it is on the 
Bank’s recommendation that its clients have ventured 
to invest their money in that concern. This is done 
by the Bank nominating on the Directorate of these 
concerns, and even on their superior managing staff 
experts selected by itself. The appointment of these 
experts serves a double purpose. On the one hand. 


^ “ Joint Stock Banking in Germany,** P. Barret Whale, 

F 8 
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it helps to keep the concerns at sound forking and 
assists the banks in the creation of more new indus- 
trial concerns; on the other hand^ it keeps the banks 
fully acquainted with all the details of these concerns^ 
thereby rendering safe their advances to them for 
working expenses. It further brings about a profit- 
able co-operation between banking and industry. 
Indeed, the most remarkable feature about German 
industry is the number of such nominees who serve 
on the directorates of industrial ooncerns.i^ 

...(4) Concerns thus sponsored by Banks become their 
clients so far as capital for their working expenses 
is concerned. Not only do banks help them in this 
direction, but they most valiantly come to their rescue 
during periods of depression. 

(5) Their direct participation in new industrial concerns 
by way of subscription, in other words, their 
industrial investments never or hardly ever exceed 


14 Of, tlie followiDg table compiled from Whale, Ibid., p. 50. 

Representation of the Banks on Industrial Boards of 
Supervisors — IVll. 

Number of Number of 

Industry Itepresen* Industry. Represen- 


tatives. 

Mining and Smelting ••• 114 

Stones and Earth Products ... 19 

Metal Working ... ... 41 

Machines and Instrument-Making 64 
Chemicals ... ... 20 

Oils and Fat Products ... ... 80 

TextMes ... ... ... 34 

Paper ... ... ... 8 

Rubber ... ... ... 3 

Food, Drink and Tobacco ... 25 


tatives. 

Buildings ... ... 9 

Artistic Products ... ... 2 

Commerce and Finance ... 149 

Insurance ... ... 28 

Transport ... ... 94 

Foreign Companies ... ... 82 

Hotels and Restaurants ... 1 

Wood and Wood Products ... 1 

Land Development Companies ... 54 

Electricity ... ... 57 
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their share capital and reserve. They rarely encroach 
on their short-term deposits for their lon^-term needs. 
As there is some misconception on this point, we re- 
produce below a table compiled from figures relating 
to continental banking in 1928 specially prepared and 
supplied iA> the Central Banking Enquiry Committee 
by Dr. L. Tfemenyi of Hungary. 




» 2 

0) .id 

1 M 

3P c* d 

J S ^ 

Name of the Bu.nk. 

('apital 

and 

Reserve. 

Long-term i- 
meats ‘‘ h 
up.” 

Percentage of 
term Invest 
to Capital 
Reserve, 

{In lakhs of 

Rupees) 



Societe Generale de Belgique .. 

45,40 ... 

37,24 

.. 82 

Banque Bulgare de commerce ... 

16 ... 

5 

.. 30 

Kjobenhavns Hundelsbank 

6, Of ... 

6.75 

.. Ill 

Deutsche Bank 

14,98 ... 

9,50 

.. 63 

Societe GeneraJle 

6,66 ... 

1,24 

19 

Banque Commerciale de Grece ... 

1,55 ... 

1,92 

.. 123 

Amsterdamsche Bank N. V. 

11,84 ... 

1,55 

.. 13 

Banca Commerciale Italiana 

18,60 ... 

13,60 

... 73 

Den Norske Credit Bank 

3,87 ... 

3,37 

.. 100 

Oesterreichische Credit Ansialt ... 

4,7G ... 

4,88 

.. 102 

Bank Handle wy Warszavine ... 

76 ... 

64 

.. 83 

Banca Chrissoveloni 

Skandinaviska Kredit-Aktiebo- 

91 ... 

1,28 

.. 139 

laget 

13,65 ... 

4,87 

.. 36 

Schweizerische Kredit-Saiistali ... 

10,61 ... 

3,02 

.. 28 

Banco Hispano Americano 

4,15 .... 

4,28 

.. 103 

Erste Kroatische Sparkasse 

76 ... 

1,89 

.. 247 

Zivriostenska Banka ... 

Pester Ungaritche Commercial 

3,76 ... 

5,28 

.. 140 

Bank 

2,60 ... 

2,05 . 

.. 18 
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It is obvious that in the f?reat majority of cases, the long-term 
deposits are either less than or hardly exceed the bank's capital 
and reserves. 

The practical question now for us to consider is how this 
industrial bias is to be imparted to the Indian banking system. 
We have seen that it is impossible for any bank or group of banks 
to finance the capital expenditure of industry on the strength of 
their resources alone. The aid of the investing public has to be 
sought, and for this Tii vestment Trusts are needed. Investment 
Trusts, however, suffer from the same disadvantage from which 
Industrial Banks will suffer, viz., that they have to build up a 
new clientele. It is however difficult to induce Indian banks to 
take up this business for this reason that their capital resources 
are low and already invested in buildings; and secondly they have 
not at their disposal fin expert technical and financial staff with- 
out the aid of which they cannot examine proposals for industrial 
undertakings. And unh'ss some kind of State aid is given to them, 
they will not venture on this new business. There is no reason 
why the state should not render its assistance. Banking is as 
much of a key industry as is iron and steel, for example. The 
exact form that state aid should take is a matter on which our 
suggestions are by no means final. But we may offer the sugges- 
tion that the state should give bounties to banks for the employ- 
ment of a technical staff. The state might also guarantee the 
payment of interest on debentures issued by banks to a limited 
extent. The process of industrialisation will be hastened if some 
of the abler among the Managing Agents are pressed into the 
industrial service of these banks. By this method industrial 
concerns will get working capital, there will be some guarantee 
of their being properly managed, and new industrial concerns can 
be started with rapidity. 

In conclusion, we feel compelled to emphasise that all the 
suggestions made by us above are only half-way measures to 
secure industrial development. They will not go far, unless the 
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State in India shows a change of heart and not only adopts but 
carries out a vigorous policy of actively encouraging Indian 
industries. This can only be done by a protectionist tariff, other 
forms of State Aid, and most important of all, manipulation of 
the currency and credit of the country in the interests of internal 
trade and industry rather than of foreign trade and foreign 
exchange. 
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SUMMAEY 

The Banking’ System of India following the peculiar Engilish 
commercial hanking system has not only failed to serve the long- 
term needs of industry but is inefficient even in ihe performing of 
its narrow function. The inadequacy of working capital for 
industry and its high cost call for urgent remedy and 
the crying need of industry is an extension of banking 
facilities. The need for a more liberal outlook on the 
pari of banks is emjihasised. It is impossible to reorganise Indian 
deposit banking with a view to enabling it io finance the permanent 
expenditure of industry and its long-term needs. A Rjiecial insti- 
tution is required, the industrial bank being the most suitable 
agency. It must be on a provincial basis with a co-ordinating 
central board. It must be allowed to do a certain limited amount 
of commercial banking. For the financing of smaller industries 
an improved State Aid to Industries Act in all provinces is recom- 
mended; but the administration of the Act is to be entrusted to 
a special body of technical and banking experts, which will be 
able io examine boih its iechnical and business conditions of 
success. For the financing of cottage industries, the same ad- 
ministrative machinery may be availed of; but assistance should 
be rendered through the agency of co-operative associations, the 
formation of which should be encouraged. 


Ifitroductioii. 

At a time when the banking organisation of the country is 
being reviewed with a view to improving it, it seems desirable to 
crystallise our ideas on the financial needs of industry and on the 
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ihanner in which an efficient banking system may be expected to 
serve those needs. That the problem of industrial finance is close- 
ly linked up with the nature and development of the banking 
system of each country cannot be doubted. The Scotch banking 
system regarded as the classic banking system of the world had 
been designed to finance industry and promote the economic 
development of the country. Europe has fallowed the same 
principle and while Germany afPords the most outstanding example 
of the fusion of functions, combining commercial and investment 
banking, she is certainly not peculiar in her banking practice. 
The banks of Belgium, Sweden, Austria, Switzerland and many 
other countries in Europe have been more or less ‘ universal ’ 
providers and there is no sigm that these industry-financing types 
are likely to modify their main structure. I ideed after the War 
the commercial banks of the world tend more and more to the 
pre-war German type of institution, nor “ is there any perceptible 
feeling that this new trend is to be objected to but rather the 
reverse.^ In the IT. 8. A., the .same tendency seems to bo at 
work and the McFadden Act of 1927 expressly allowed national 
banks to embark upon business as issuers and dealers in invest- 
ment securities. 2 It was only in Eng'land that specialisation of 
functions had been adopted and carried to an extreme point, the 
ordinary banks supplying only short>-term credit to trade and 
industry leaving the task of long-term financing to various other 
financial institutions. But this division of functions had at last 
resulted in a high degree of efficiency in commercial banking and 
trade and industry were able to get their short>-term requirements 
on the cheapest possible terms. Further England had large capital 
resources and special financial institutions and hence on the whole 
her industries were able to provide themselves with fixed capitall 
and long-term credit without much difficulty. But even so, it is 
now admitted that there is a gap in the financial machinery and 


1 Foreign Banking Systems, Pitman, p. 43. 

2 Ihid.t p. 41. 
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special measures have l)een recently taken to fill in this gaj>. 
Further after the War even the British banks have been disposed 
to broaden their policies considerably and to abandon their com- 
paratively pure standards of banking practice. It is therefore in 
some ways unfortunate that the Indian joint stock banks following 
the lead of the Imperial Bank should have closely followed the 
somewhat unique English system with the result that they are 
thoroughly ill-fitted and ill-equipped for the task of giving extend- 
ed credit to industry. It is true that the indigenous banking 
system of the country had not made any real distinction between 
one kind of credit and another; but the financing of industry had 
never formed part of a regular and organised plan or system. 
However, in any reorganisation of the Indian banking system we 
must build only on the existing foundations and unfortunate as the 
line of development of her commercial banks might have been, our 
arrangements for the financing of industry must have regard to 
the character of the Iiidiun deposit banking. 

II. Working Capital. 

But the complaint against the Indian banking system is not 
so much that it had not achieved what it never intended to do as 
that it had failed to fulfil the main ]mrpose which it had set itself 
out to achieve. In England especially since the process of concen- 
tration in banking started, one of the most essential requirements 
of industry, that of short-term credit, is fully, cheaply and 
efficiently met and the remaining problem of industrial finance is 
only that of finding agencies for the supply of initial capital and 
capital for extension and improvements. In India, on the other 
hand the problem of supplying working capital to industry is 
perhaps even more serious and urgent than that of supplying ini- 
tial capital. Too often all the capital raised by industry 
in India is exhausted in setting up the factory with 
the necessary equipment and loans have to be raised 
with the greatest difficulty and on the most onerous terms 
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for current requirements. The need for working capital arises 
from the fact that an interval of time occurs between expenditure 
on production and realisation from sale and that during this i)eriod 
the manufacturer has to carry a considerable amount of capital 
liability. The amount required of course varies from indusivy 
to industry and may b^^ reckoned at a value of about 6 to 8 months’ 
output in normal times. ^ It forms again .ibout 20 to 30 per cent 
of the total block capital of a business. In the Tata Iron and 
Steel Company the working capital required h as mu(‘h as 2^ to 
3 crores of rupees.^ But even in other industries like cement and 
paper it amounts to 12 1o 15 lakhs ( f rui^ees for each factory. 
Ihirt of it is usually secured by the crd-ncry methods of (‘upitalisa- 
tion, i.e., by the issuing of shares; but industry relies chiefly on 
banks for current finance. Fnfortunctely however there are no 
blanks at all in some of the industiial centres in India and the 
smaller industries of many |iroviii(*es have often even no remittance 
facilities. Several eon(*erns In Bengal, Bihar and Orivssa have 
had to wind up their business for want of small funds of working 
capital nltliougli their investments in j)lant and building, etc., 
were ten to fifteen times the amounts needed by them.^ Some 
of the ])iivate collieries in Bengal had been juit to such straits 
that they had to borrow at 3(i per eent.^ Many of the i)rivate and 
Indian-owned tea estates have had to borrow for their working 
expenses from the moneylenders at high cost. Th inadejuacy of 
funds and the high (ujst- of such as are available are the firs' ele- 
ment in the i)roblem of industrial finance in India and the problem 
of providing initial capital to industry is only subordinate to the 
former. It is in this respect that the (contrast between India and 
other countries is seen to her gueat disadvantage. Oth(*r nations 


3 Report of the Indian Tariff Board, Paper and PnJp Indiislrics, j). 52. 

4 Statutory Enquiry (Steel), 1926, Vol. IT, p. 610. 

5 Industrial OoniiniBsion Report, Vol. IT, p. 227, 

6 Ibid., p. 286. 
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have still to grapple with some of the problems of long-term credit, 
but India has to attack both aspects of industrial finance. The 
crying need then of Indian industry is an extension of banking 
facilities. It is useless to fritter our energies in arguing whether 
development should be on the lines of amalgamation and exten- 
sion of branch banking or on those of independent local units. 
Where there is such serious shortage, both would be equally 
welcome; but the trend of banking developments all over the 
world has been towards concentration with extended branch’ bank- 
ing. In the economic development of Canada and Australia, the 
ramifying influence of the big banks has been powerful. Indus- 
try cannot develop rapidly in India until commercia;! banking is 
more widely and rapidly developed. In the very extension of 
ordinary commercial banking, lies the hope of industry to get one 
of its difficulties resolved. 

The paucity of banks and the lack of banking facilities are not 
the only difficulty; the rigidity of the conditions under which they 
work and the conservative policy they have been following have 
equally been responsible for their failure to meet the short-time 
needs of industry. In South Afnc a, under the cloak of overdrafts 
which are nominally repayable on demand banks have ])een ad- 
vancing money for long-term, intermediate and short-term periods 
and although there is great danger in this, it shows how^ under 
the dominant motive of industrial development, banks can help 
industry in every way. In India the ordinary joint-stock banks 
have been very timid and cautious ; but the blame cannot of course 
be solely laid on them. The system of cash credits adopted by 
the Imperial Bank and others is not sufficiently elastic especiallly 
in times of economic depression^ and should be replaced as far as 
possible by the system of discounting short-term bills. Banks 
should also lend more freely on stocks of goods and products in 
course of manufacture. The system of keeping the goods under 


7 Cotton Textile Industry Enquiry, Vol. I, p. 91, 
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the lock and key of the banks without g^iving suitable facilities 
for sale should be abolished and independent warehouses should 
be established under legal safeguards, whose Warrants could be 
used as collateral, thus dispensing with the need to hand over the 
goods to the banker. Provision should also be made for the in- 
dependent valuation of goods so that the banks may be able to 
dispense with the present arbitrary methods of valuing them and to 
advance as much as possible without fear of loss Above all, 
banks should be animated by a de^sire to at'^ist industry, without 
of course surrendering their priiudples of safety. 

Ill, Initial Capital, 

The starting and e(iuipment of a factory or any other kind 
of business involves considerable initial outlay which is more or 
less permanently fixed in it a»»d cannot be got back at will. This 
must ultimately be secured from the investing public but the diffi- 
culties in raising the necessary capital have often killed many a 
venture. There are some who contend that a good proposition 
will always command enough capital; but this is true probably in 
no country, least of all in India where the public are ignorant 
and conservative. In the case of industries on the usual lines 
backed by well-known names or reputable managing agents, there 
is perhaps no great difficulty. But, for all new ventures and for 
small businesses the greatest possible difficulty is experienced in 
raising capital. But this handicap is not peculiar to India; on the 
other hand the overinvestment in some industries, e.g., oil indus- 
try, rice milling, etc., is evidence of the willingness of the public 
to invest in what they regard as successful industries. Owing to 
the doubt in the minds of the investor about the value and (jharac- 
ter of any new proposition jdaced before him, there exists a 
gap between the sources of demand for capital and the sources of 
supply which constitutes a sort of ec'onomic distance which can 
be bridged only by the organisation of an intermediary agency. 


$L?kvington, English Capital Market, p. 103. 
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It slioiilfl be an expert investigating body with the necessary tech- 
nical and financial staff able to examine impartially the prospects 
of any new venture and if the enquiry proves the soundness of 
the enterprise can present it to the public with the implicit guaran- 
tee that it has a claim to the capital which it seeks. There are 
other advantages of having such an agency, as for instance a 
great economy of social energy and a well-balanced distribution 
of capiiai among various industries. The absence of such machi- 
nery in India is a serious handicap to the raising of capital and 
has resulted in an enormous waste in its supply. The large num- 
ber of companies that annually go into liquidation owing to under- 
capitalisation, ill-conceived projecting and mismanagement is a 
measure of this waste. It is irue that some of the managing agents 
have been functioning as an exi)ert body of this character but they 
are not willing to pioneer and survey new fields. There have been 
individuals like the late Jamsetji Tata who have spent enormous 
sums of money and energy in the investigation of propositions but 
there are no organised institutions like the great Germaii (iross 
Ilanken or the issue houses of England that promote foreign 
companies. It is here that ihe supreme advantage of having- 
specialised institutions to investigate and promote new companies 
is felt. The banks in India, not even the Imperial Bank, can be 

organised to undertake this function like the great banks of Ger- 

» 

many. Some new agency should be set up whose main purpose 
would be to function as an expert promoter of companies. 

Theoretically this work can be performed by an agency which 
does not seek to undertake the further task of issuing and under- 
writing the shares of the new concerns that it promotes with its 
imprimatur. But there are great practical advantages in its com- 
bining the underwriting function too. Further in any case, as 
long as the ordinary banks in India are unable to underwrite in- 
dustrial securities, some new financial agency must be devised. The 
Tata Hydro-Electric Scheme despite the excellence and thorough- 
ness of its planning and promoting could not get command of the 
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required capital without j?reat initial difficulty.^ Hence the es- 
tablishment of an industrial bank which would serve both os an 
investigating’ body and as a financial institution is the only proper 
solutio-ii. 

But what is to be the size and scope of the proposed industrial 
bank? The answer T\ould depend upon whether the bank is to be 
j)rovincial or all-India. There are of course cor.siderable ad- 
vantages in having an All-India Industrial Bank. It can be con- 
ceived on bold lines; its share capital and dtbenture capital may 
run to several crores; it can have command of the best brains both 
for its technical and financial work, li* can take a broctl view 
of industrial development and, insp'ml by h definite policy of 
industrialisation of India can .ttilise ihe ’resources in ihe best 
possible manner. All these are no mean considerations; Imt if des- 
pite sac’h advantages provincial industrial bankf? are here preferred, 
it is because there are two weighty considerations on the other 
side. Ill the first place certain provin<*es less v eil-developed than 
others can have no assurance that an All-India bank with pro- 
vincial braiH^hes will serve their needs well. It is noi that they 
charge a central body with any cons(*ious bias; biit there is no 
doubt that owing partly to the distance l>elweeii tliem and ihe 
centre and parily owing to inevitable influence of the bigger in- 
dustrialisis, the interests of some of the less advanced i)rovinces 
are not likely io receive the consideration that is their due. In 
the second place, the industrial banking organisation must have 
regard io the fuiure Indian federation. Ib’ovincial industrial 
banks with a ceniral co-ordinaiing and advisory board seem on 
the whole io be the wisest line of development. The size of 
each i)rovincial bank must have regard to the work it will be 
called upon to perform; but it should have a fairly laige (japital 
of, say, one crore of rupees. A provincial industrial bank may 
not be able to keep on its staff men able to survey and scrutinise 


9 The Life and Life-Work of J. N. Tata by Wacha, p. 70. 
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all kinds of new and enterprises; but it is here that the work 
of the central eo-ordinatiiifjf board will come in. '^Tlie latter will 
be able to find either from other provinces or elsewhere the men 
(capable of performing this task. 

If the organisation is to be provincial, it follows that owing 
to the absence of a wide range of industries in ea(‘h province, the 
bank must be allfjwed in its initial stages at all events to under- 
take commercial banking too. In that case, the wise warning of 
the Industrial Commission about the need for making a clear dis- 
tinction betw'een short-term and long-term deposits and using only 
the latter for the financing of the long-term needs of industry must 
l)e kept in view. 

It is noi necessary to examine here the several functions 
that the industrial bank may be expected to do or the nature of 
the assistance that Government should render in the bringing 
into existence ot the bank. The guaranteeing of a minimum di- 
vidend for a limited ])eriod and the subscribing for a certain 
portion of its share or debenture capital will be the most suitable 
form of assistance. The industrial bank will, bv inspiring con- 
fidence in the investors, ultiraatel.v be able to bridge that 
gap that now exists in India between the investing public, and 
industry. 

IV. Capital for Extension and Improvement. 

The capital required for extensions and improvements is 
diiierent both in the nature of its demand and tlu? sour(*es of its 
supply from initial capital and working capital. Ordinarily it 
may be said that the capital required for extension is capable of 
being repaid after a period of time. Hence although it Is open 
to a business to raise this cajutal by issuing shares, the usual 
practice is to utilise the profits of the company held in reserve. 
In the building up of British comi)aiiie8 and their expansion, 
the creation of reserves of profits had been a great factor. The 
automatic savings of the public, accruing to the companies every 
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year have enabled them to expand without resort to the public 
market for capital. In India too a similar policy should be adopt- 
ed and the wise plan of placing to reserves substantial sums is 
advantageous both to the shareholder and tlie company. At pre- 
sent much of the extension is being tarried on with the aid of 
private deposits placed in the hands of (certain industries repay- 
able at short notice. Ibit this habit of using short-term dei)Osits 
for extension and improvement is injurious in several ways and 
must be given up. There is little doiibl thai, the depjession in 
the Bombay cotton industry was accentuated by the financial 
dithculties caused by the necessity to repay the de^ asitr. )n the 
one hand and their failure of their renewal ' n the other. The 
only method other than that of using +he reserve profits of the 
company is for the business to raise a debenture loan for a short 
period. The induslrial bank can assist indiihLry by advancing 
long-term loans on the mortgage of the company’s assets. Such 
advan(i€'S may be financed ])y the bank l)y issirng bonds in the 
market suj)]K)rted by such mortgages and the bank’s own general 
assets. Ill the financing of (‘apital exlension and expenditures 
of industry, the industrial bank has an important funciion to 
perform. 

V. The Financing of Smaller Industries. 

It is doubtful if the industrial bank even with its branches 
in the imjxntant industiial centres will be able to reach the 
smaller industrialist and in any case sj^ecial provision must 
be made for the financing of cottage industries. A more direct 
form of financial assistance by the State seems desirable in such 
cases. The jiassi ng of the Stale Aid to Industries Act in Madras, 
and in Bihar and Orissa is a step in the right direc.tiou and simi- 
lar legislation must be adopted in other provinces. But the 
working of the Act in Madras, and in Bihar and Orissa has al- 
ready revealed the limitations and dangers of state-aided finance. 
The Act has not l>een quite successful in its working and the 
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paucity of applications for asvsivstance while revealing the need 
for lil)eralising the Act in some directions has also proved that 
financial handicaps are nott the only serious difficulty in the way 
of industrial development. The governments have sustained a 
heavy loss and the results of their new venture have not been al- 
together satisfactory. Only nine applications received help in 
Madras up-to-date of which nearly five ultimately failed. 

The fact is that the attempts on the ])art of Gfovernment to 
grant loiins and other forms of financial assistance directly through 
the Department of Industries were bound to fail as long as no 
suitable and efficient machinery was devised tf3 disburvse public 
funds* after proper investigation, (iovernment would always be 
inclined to give “ undue consideration to the general bearing 
of an indiisirv on the future economic development of the country 
and not sufficient attention to the question whether the condi- 
tions of business success are x)resent in the individual undertak- 
ings that apidy for aid.” Further the Department of Industries 
even when assisted by a Board is nut sufliciently competent to 
judge of the credit-wui iliiiie^s of the applicants. Even in the 
judging of the techni(‘al conditions of su(‘cess of a factory, serious 
mistakes have occurred. A match factoiy in Bihar which had 
been liberally financed by Government had soon to wind uji 
hecause there was a failure in the supply of raw materials.^® In 
certain other cases some of the machines recommended to l)e 
X)urchased ]»y the department were found to bo unsuitable and 
handed over to it with the result that the ‘‘ department became 
a museum of obsolete mai‘hines.’’ii 

What is required then is the handing over of the adminis- 
tration of the State Aid to Industries Act to a stiitutory and 
authoritative body consisting of representatives of the banks and 
particularly of the industrial bank and technical men. A new 
machinery should be devised in each province wiih the assist- 

10 Banking; Enquiry Kep(>rt, Bihar and Orissa, Vol. I, p. 101, 

ai IhuL, p. 100. 
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auce and co-operation of the hank.s, whose task will be to ad- 
minister and account for the funds handed over to it by Govern- 
ment. The Dcjiartment of Industries should also be reorganised 
with a view to enabling il io supply efficient technical advice and 
assistance to the projmsed statutory body and to the industrialists 
in general. 

With regard to cottage industries the same machinery might 
be availed of. Hut Ihc recommendaiion of the Director of In- 
dustries should be an important governing factor. The formation 
of special (*o-o])era<ive associaiions should be encouraged and 
financial assistance should, as far as pi.ssible. be rendered through 
the agency of such associations. 


F. 10 



LABOUR RECRUITMENT AND WAGES 


BY 

Dr, R. B. Gupta, M.A. Ph D., 

l^epurtment of l^Jconomics and Sitciologp ^ 
h itch no ir Unt re/ sttg^ Ltfclvnow. 

Si^pply of Labour. 

The presence in our (‘iiies of an army of landless labourers 
anxious to find some kind of employmenl for mainienanee is no 
longer the eharaeleristic fealure of a year of famine cn* sc.arciiy. 
With the growing jiressure of p(»piila.tioii on laud au inerensing 
number of agrioultuiists find insufficdeiit o(*eu])ation in Ihe vil- 
lages. The absence of institunons like nniployinnni hureaas or 
lahoar e.nhanges, which could dir(*ct. ^lu h men to p]*o])er places, 
compels them to wander about from })]a< e to ])la(*e or to flood the 
nearest town for the sake of ein]doymcnt. l^he joint-family sys- 
tem makes such migration both (*asy and ])rofitable. TTius a 
poor and ignorant jnass <d' siin]de and untrained rural folk glut 
the lal.K)ur markets in im]>ortant industrial towns like Cawnpore, 
Nagpur, Alimedabad, Bombay or Madras. 

Industrial Life. 

The conditions of life and work to which they are called 
upon to adapt themselves in industrial areas are very ditferent 
frcjm those to which they are accustomed in the villages. The 
simple open air life of the country-side gives ])lace to life in 
closely built chawls or (>arracks honey-combed with one-room 
tenements which effectively screen the inmates from air and sun- 
shine during the major part of the day. The dust and dirt of 
streets, the filth and stink of the drains, the low and expensive 
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pleasure of the cinema, the gambling den, the liquor shop, and 
the brothel — these are the poor immigrants’ daily experiences in 
the city. To all thes«^ the unfortunate rustic submits with 
characteristic resignation . 

Methods of Recruitment. 

Having settled in the city our iabouror sets out on his job- 
hunting expedilion. He soon finds out fion. placards prominent- 
ly placed oji Ihe gates of every factory lhat he has to proceed in 
a different way : with ihe lielp of some kind friend he is \ 'eseuted 
to a Sardar or p)bber who })romises him employment on a cash 
(consideration (varying from Ks. b <o iis. Id or even more) which 
is not infj*e(|uently supj)lemented wiih a nnoithly (‘onimissxon or 
Dai^ivri (amounting half-an-anna to an aiiir' per rupee). So 
firmly is ihe labourei* field in his grip by the Sardar that any 
delay oj hesitation on <he pari of his victim in paying this coiii- 
iriission may end in almost immediate dismissal to which there 
is hardly uny ajipeal. Powers of dismissals, fines, leave-giving, 
etc., though technically in the hands of higher authorities, such 
as the manager or hcnuls of departments, are in practice exercis- 
ed by the jobbers or head-jobbers and are frequently abused by 
them for pervsonal gains. During the iieriod 1927 to 1929 when 
1 was a member of Ihe Working (\)nnniiiee of the (^iwnpore 
JVJazdoor Sabha, several rejuesentaiions were made to Ihe local 
mill-owners to abandon the policy of reciuiting labour through 
kSardars and to utilise the services of the Sabha for supplying all 
their demand of labour or at least to appoint some responsible 
officer of the mill to supervise re(cruitment on the mill gates, 
but in vain. In this connection the Bombay Millowners’ Asso- 
ciation deserves congratulations on the circular which it issued 
early this year to all mills affiliated to it instiniciing them to 
introduce th(> j)olicy of direct recruitment of labour instead of the 
existing system of recruitment through jobbers. Only the 
managers and heads of departments are now authorised to re- 
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eruit labour and any official accepting bribes is liable to instant 
dismissal. 

The want of a stable labour force at any particular centre, 
coupled with the appalling ignorance and home-loving nature of 
the average Indian worker, however, makes i1 sometimes neces- 
vsary to send out C()ntra(‘tors, MukiKhnna or Arntis to overcome the 
peasant’s innate conservatism and to keep up the supply of labour 
to meet all the demands of urban industry. These contractors 
often indulge in fraud and misrepresentation by painting a rosy 
])iciure of the future that awaits the peasant in the town. The 
lure of high money wages and the various amusements of city 
life easily entrap the indigent farmer. Not infrequently advances 
of money are paid to the recruits to get over their pecuniary diffi- 
culties and enable them to reach their pr()Si>ective seat of em- 
jdoyment. These labourers generally work under the very con- 
tractor who recruits them and who takes good care to realise his 
advance money wilk exorbitant interest. In the manganese and 
limestone mines oi (Vntral Provinces, In the Tea Plantations of 
Assam and Northern India, in the (‘oal fields and iron ore mines 
of Bihar and Bengal, and in Burma, most of the unskilled labour 
is recruited through such contractojN or Anttis. In all these 
places labour is bought oy the employers like a commodity from 
the contractors at a certain rate per head ot' labour supplied. 

The Bactli System. 

The existence of the jobbers or (Contractors is also an impor- 
tant cause of the BadJi system wdiich is rampant in almost every 
fact(3ry and againsl which the niillowmers complain so bitterly. 
It works as follows. A labourer takes leave or is put off duty or 
is dismissed and somebody else is appointed in his place. This 
substitute is called the Badh'ivala. The jobbers are interested in 
having as many such ('hanges as possible bc’caiLse each change 
brings in a certain amount of commission to them. Thus the 
p(X)r labourer loses the continuity of his service and the mills 
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the services of a trained employee merely on account of the exis- 
tence of a vicious system of recruitment. Frequent complaints 
of wrongful dismissals wer^' brought to my notice by the labourers 
during my connection with the Mazdooi Sabha at Cawnpore. In 
some cases the labourers were reinstaied by the authorities on 
proper representation by Ihe Secretary ot the Mazdoor Sabha, 
but Ihe mill managers generally show great reluctance in inter- 
fering wiih the discretion of their uibordin.'^es. Such frequent 
dismissals also account to some e:iteni ior the high turnover of 
labour in Indian factories. It has been estimated tbai th ^ turn- 
over of laboui in the best of mills in India is as high as 80 to 40 
per cent per annum. 

Dismissals. 

Ordinarily the labourer does not know the cause of his dis- 
missal. In rare cases when he makes a representation to the 
mill authorities directly or through the Union, and the manager 
takes notice of the same, the <‘auses are d sclosed in correspondence. 
Absence without leave, inefficiency , nnsbehavioiir, and irregu- 
larity are the chief pretexts which the jol)])ers employ whenever 
they want to dismiss ii person. Kedu(‘tion in stall', damage to 
machinery or articles, and quarrels are the other circumstances 
in which a man may lose his job. Frecpiently a labourer tails 
ill and is unable to secure leave in time, w^hich may not be grant- 
ed until he produces a regular medical certificate from the mill 
doctor or some other (jualified person, neither of whom are a(*ces- 
sible to the poor labourer at his house. Absence from work under 
such circumstances may involve dismissal. Not infrequently a 
dismissal implies also forfeiture of wages due. 

Closely connected with the question of dismissals is the ques- 
tion of fines. A labourer may be fined for any fault for which 
he is liable to dismissal if a lenient view is taken of his action. 
There are generally no limit^^ in the extent or amount of fines 
which may be levied upon a person at a time. Frequently such fines 
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eat up about fifty per cent of a man\s income. Rarely does a 
labourer receive his wages wiihout any such deductions. In the 
case of Avorkers in ihe cotton and the other textile fach)ries this 
evil is most pronounced. Weavers are charged full market prices 
of whole pieces of (‘lotb if they are even slightly spoiled. No 
allowance is generally made for defective machinery or bad raw 
material in such cases. Absence without leave may entail upon 
the labourer loss of wages for the day, x^lus a fine, and in some 
cases he may also be put oH* from duly for a few days as an addi- 
tional punishmeiit. Tjate arrival, in the morning Avhen the work 
is being .started or in the noon after recess, counts as total ab- 
sence for the day and may involve a fine in additif)n. Besides, 
ingenious devices aie (d'ten employed by the managenient in 
assessing I he fines. It is needless to say that smdi an elaborate 
system of fines inflicts a very heavy burden on the ])oor resources 
of the operatives. Nor is Ihe amount vSo realised always spent on 
the welfare of the workeis. Many mills treat the amount mere- 
ly as a kind of reduction in the Avages bill. 

Eitforcedi Idleness. 

Still another issue which A’isibly affects the labourers' income 
is enforced idleness. In the Jute industry in Bengal as a rule, 
in the cotton and woollen industries in (kiwnpore, and to a smaller 
extent in Nagpur, Ahmedabad and Bombay also, the mill mana- 
gers em[)loy a much larger number of operatiAes than they can 
jirovide work tor. The managers, hoAvever, keeji the laboAirers on 
promises and distribute the work among workmen by turns or 
keej) the mills closed on certain days. In the Jute industry the 
practice is to keej) the mills closed on Fridays and Saturdays, 
when no wages aie paid. In (-awnpore, as in Ahmedabad and 
Bombay, the custom is to enfor<*,e leave AvithoAit ])ay. The Aveavers, 
for example, Avhen they complete a piece, are sent home with 
instru(‘tions to call the next day and every day after that until 
looms and materials are assigned to them. Absence on any day 
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wlien looms may be available for them may involve dismissal or 
further nnemployment for a week or a fortnight. In slack sea- 
sons a weaver hardly j^'ets work for ten or twelve days diirin.u* the 
month and rarely for more than twenty days in the busiest times 
The poor man can neither engage himself in any other work 
during this period nor remain at home lor fear of dismissal in 
case be is called and is found absent. At a time of acute trade 
dej)ressioii an arrangement by which every worker gets some work 
may l)e preferred to the one involving absolute unemployment to 
some and full empi(»yment to others. But such arrangements 
must he unreservedly condemned unde^* normal conditions. 

Payment of Wages. 

The above, however, do not complete »be debit side (»f a 
labouier’s balance sheet. As a rule the workmen are paid every 
fortnight but the first, month’s wuiges are generally kept in ar- 
rears. In some factories, however, only one fortnight’s wages 
are treated as arrears. Under no circti instances does the labourer 
receive anything l>efore the close of the fi,rst month’s service. 
1’hereafter delays of two, three or more days in the dishnrsement. 
of wages are not unusual. When wages are paid according to 
the piece wage system such delays are even longer and sometimes 
extend to a week or even more. In Bombay wages are j)aid 
monthly and the payment is sometimes delayed by ten to fifteen 
days after they are due. All wages are generally paid through 
the jobbers who make the customary deductions for Dasfuri, etc., 
before each payment. 

Indebtedhness. 

The labourer accordingly begins his life in the city with a 
heavy debt. In the first instance he borrows money to pay the 
jobber’s commission. Then he borrows for his maintenance dur- 
ing the first month or until he gets his wages. Every suspension 
or leave adds to his debt. Fines and enfor(‘ed idleness also mul- 
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liply his liabilities. His necessaries of life he g’eiierally buys on 
credit from the local huma who (harj:»es one anna, to two annas 
per rii])oe per month (To to 150 per cent) as interest. The rest 
he borrows from the Panjabi or the Marwari moneylender who 
carries on his vicious trafle amongst them. On this the labourer 
has to j)ay erjually high and sometimes even higher interest. 
Thus it is not unusual for ordinary workmen to pay 10 to 15 per 
cent or even more of their income to the moneylender for pay- 
ment of interest. Such indebtedness is normal and hardly any 
labourer is free from it. His wages are barely enough for his 
expenses so that the debt continues without any abatement. 

Wages. 

Coming to the wages earned by labour, wide differences are 
noticeable from industry to industry and from locality to locality. 
The diversity in the sup])lv of labour, c*ost of living, and social 
stratification also leml to perpetuate these dilf'erences. Ignorance 
and want of suflicieni mobility further accentuate thcui. The 
itnskilled labourers or coolies who torm the great majority of 
W’orkmen in most industries, may l>e treale<i as a class by them- 
selves. They are the most hard-worked lot and get barely 
enough for a miserable ( vistence. Dining the period of industrial 
boom following the Great European War a number of increments 
were granted to labour of all grades by employers in order to 
meet the increased cost o{ living us also to keej) the labour force 
contented at a time of intense industrial activity. These incre- 
ments the labourers have fought bitterlv to retain during the 
last few years when prices have shown a marked downward 
tendency. , 

The Cotton Industry. 

In the Cotton industry, Avhich is by fur the most important 
industry of India, wages are as divergent as are the centres of 
the industry. In Bombay City wages are highest but these are 
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counter-balanced by an extremely high cost of living. A.bme- 
(labad closely follows suit both in point of the rates of wages and 
the cost of living. In Sholapur, Nagpur, Oawnpore, Madras, and 
other centres of the industiy , wages are comparatively low. In 
Bombay the unskilled male labourers earn betv'een Rs. 20 to 
lls. 30 per month — Rs. 22 and Its. 24 being the most popular rates, 
while the skilled labourers earn from Rs. 30 to Rs. 80. In 
Ahmedabad wages are paid fortnightly. The unskilled workers get 
Es. 0 to Es. 11 and the superior clashes up ii Es. 30 per fort- 
night. In Sholapur, Cawnpore and Nagpur the ordinary coolie 
or dotfer does not earn more than Es. 14 or Es. IG per month 
while in Madras he earns still les^. 

Women are generally engaged in the reeling departmeni. or 
as sweepers, pickers of waste, etc. In Bombay and Ahmedabad 
they earn Es. 14 to Es. 25 pc’* month but in o^hcr centres they 
hardly get Es. 8 lo 12 and in Madras Es. G to 8 only. 

The Jute Industry. 

Wages are very low in ilie Bengal J ite industry. The ordi- 
nary cleaner or rover does not get more lhan Es. 10 tx) Es. 12 
while skilled labourers like weavers, masons and smiths receive 
Es. 25 h) Es. 30 only per month. (Coupled Avith Ihese low wages 
tli(' workers in this industry g(*ucrally suffer- from an ar-uto form 
of unemployment ami undor-eniploynient, whirdi has already been 
referred. 

Coalfields. 

Most of the labour employed in llie coal-fields and iron mines 
belongs to ibe aboriginal Iribes and works by families. A few 
foremen, mates, or other skilled Avorkmen belonging to np-country 
arc, hoAvever, employed for sujrervision of — for dis('bai‘ging some 
technical duties. The Avages of the unskilled aboriginnl labour in 
the Bengal and Bihar coal-fields vary from annas 7 to 9 per day 
for a month of about twenty days or from Es. 9 to Es. 12 per 
F. 11 
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mensem i The \^6m§n fe^rn from annas 6 to 8 per day or Its. 7/8 
to Es. 10 per month.- The other labourers get-/ 12/- to -/14/- per 
(lay or Rs. 15 to Rs. 20 per month. More often than not these 
wttges are calctilated by the piece-wage system and are fixed per 
hundredweight of ('oal out or carried. 

The Plantationsi 

Wages in the tea gardens of Assam are also very low. Here 
also lalxiur is generally performed by families and is paid by 
piece. An average family consisting of an adult male worker, 
bis wife, three children and a dependent earn Rs. 20 to Rs, 80 
per month. Open air life and a homely environment cxiupled 
with a low cost of living are, however, the relieving features of 
the otherwise sweated labour of the plantations. 

The Casual Labourer. 

Conditions in other industries are not materially different, 
while the large class of casual or floating labour in the bigger cities 
as well as in the country towns is paid even lower rates. Hosts of 
such labourers wander alxuit without any kind of employment both 
in times of industrial depression as well as during periods of 
famine and scarcity. Even in normal times they suffer from acute 
un der-em ploy ment . 

The Agricultural Labourer. 

The agricultural labourer is no better off. There is hardly 
any scope for his servi(‘es on the land ])ecause the agricultural 
holdings are so small that even the farmers find insufficient occupa- 
tion for themselves and the other members of their family. Nor 
are there any rural industries now left in the villages which could 
provide some engagement t-o our landless lal)ourers. Thus whether 
we go to the villages or to our industrial centres we find nothing 
cheaper than human life, nothing dearer than good living and 
sanitary conditions. 
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Minfrmim Wages Machinery. 

At the Eleventh Session of the International Labour Conference 
held at Geneva in 1928 a draft convention and recommendation 
were adopted for the creation of a minimum wage-fixing machinery 
in trades in which the labourers are not sufficiently organised 
effectively to regulate their wages, or trades in which the wages 
are particularly low. The Government of India instituted 
inquiries through the ProviiKiial Governn^ents in this behalf in 
1928, but no action has yet been taken pending the repoit of the 
Hoyal Commission on I^boui*. The problem is, however, besot 
witn almost insurmountable difficulties. The diversity in tba cost 
of living from province to province, the appal’ing illiteracy, and 
the want of any organisation worth ^he toituc amongst the lower 
grades of labour are some of the ch^’ef obstacles. The difficulty 
of successfully operating any such laws in the country is another 
impediment which cannot be easily dismissed. 

Conclusion. 

The task of labour welfare is fraugh! with grave dangers and 
difficulties. The introduction of methods and practices applicable 
io countries of an advanced civilization and industrial growth 
may lead to more harm than good. Labour improvement is 
necessarily a slow process. Education and organisation must be 
assiduously pushed forward along with social readjustments to 
effect any lasting benefits. Legislation, though very helpful and 
desirable in alleviating obvious hardships is necessarily a palliative 
and cannot be relied upon for all times. The future lies in the 
rise and development of a sound and living trade unionism, 
embra(iing various grades of labour, combining within it both 
vigour and statesmanship, and free alike from personal aggrandise- 
ment and political influences. 
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B. V. Nara YANA SWAM Y, M.A., B.CoM., Ph.D., Bar-at-Law, 

Render m Eeonomirs^ AntMunalai UnivcrS7ty. 

The liHlustrial Revolution which is now in progress in India 
has l)rou<**ht alonj>- with it many vital social and economic changes 
and difficulties. The Growth of' Organized Tndusiries has in iis 
train brought to the forefront the labour question, which until 
recently rec^eived little attention. During the process of industri- 
alization of a (‘ountry, it is essential that proper steps should be 
taken to see that every one conne(‘ted with the industry rt'ceives 
proper consideration or else irreparable harm would be done. It 
is useless for the employers to say that Industries should be left 
alone and Government vshould not intcrttoe and burden the 
industries, or argue that industiics are bcong just started in India 
and so no restriction should bo laid for the i)rescnt. History 
IJoints clearly to the dangerous consecjuences of such a policy. We 
know, even in England, after the Industrial Revolution, children 
were employed to do dangerous work, women were asked to work 
underground, and the hardships and suheiings of the working 
(dasses were, in consecjfueiice, most appalling. All this was done 
at a period when the State did not interfere. Dr. Marshall said 
that ‘‘ the British Factory Acts are a standing disgrace to the 
country.’’ By this remark Dr. Marshall did not mean that those 
acts are not justifiable. The disgrace in Dr. Marshall’s view, 
lay not in the character of the Factory Acts, but in the necessity 
for their existence. The source of them was the fact that some 
empfloyers in England neglected their clear duty towards their 
work-people to such a degree as to render such acts necessary. 
The object of Dr. Marshall’s phrase was not to condemn any 
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existing law, but to hold up and emphasize a biuding' oblif^ation 
of personal honour, whioh some businessmen have so far failed 
to reco^^’iiize/’ 

Therefore, if industrial evil is not cheeked at the very be*;*!!!- 
nin^‘, it may develop in siudi a way, that there will be (.‘onstant 
trouble not only in industry, but in the nation as a whole. 

Itecent events in India are very discouraging indeed for there 
have been numerous industrial dis]uites actiunpanied by riotiTig, 
bloodshed and loss of life. Disputes rrc someiimes prtdonged and 
last many months, es])ecin1]y in the texiile industries, bringing 
mn(d\ misery to the workers themselve*^ and also retarding the 
progress es])ecially of the cotton industry, uhich is one of the 
important industries of India. It should bo m to(* that strikes and 
l(>(*k-outs are only symi)toms of trouble, and iliat there is a dfuiger 
of attiudiing too mncb importance to ilu' symptoms and too little 
to what lies below. 

It can l)e safely said tliat up till very recently, in India, 
labour problems were not seriously considered at all a,nd that 
employers and eniployees were left alone to run the industiies. 
The Government of India as far as possible followcnl the poli(^y 
of non-intervoiitioii and practically very lit lie attention was paid 
to collection of statistics in relation to industries and labour. 

The saim» thing can he said about statistics in connection with 
industrial (lis])utes in India. 

Strikes and hx'k-onts have often been described as industrial 
warfare and like war it affects not only the i)arties concerned hut 
also the whole community and the whole organization of trade. 

Strikes and lock-outs are not new things, for, in all industrial 
communities they are frequent and common occnrreiujes. Class 
hatred has been helpc'd, sometimes by the careless acti()ii of 
employers who could avoid troubles ))y looking at industrial 
problems broadly and by attempting to understand them better, 
and sometimes by the action of labour leaders who unnecessarily 
preach war and discontent. 
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Industrial discontent aimm^ the workers and the constant 
friction which results from it, thwarts the progress of the cjountry 
and brings calamity not only to workers and employers but to the 
whole community. Therefore it is essential that definite steps 
should be taken to create harmonious relationship. The Public 
should interest themselves and see whelher justice is meted out. 
i )nly when a great strike or lock-out oc(‘urs, is public attention 
aroused and this lasts while the strike is in progress but when it 
is over ceases completely. This is a wrong attitude. The Public 
should be the chief judge and act as the final arbitrator. 

A strike is a suspension of work by the employed, having 
for its object the enforcement of better terms of labour or 
resist ance of some defined change in the existing conditions of 
labour.’’ “ Lockout is the action of an employer who notifies to 
his work-people that on a certain date all existing contracts of 
service will terminaie.'’ Thus it is essential that, when legislation 
to avert industrial warfare is proposed, both sides of the question 
should be taken into consideration. Lo(*k-outs as well as strikes 
lead to disaster, and involve the whole community indirectly. It 
matters little for the ('ommunity, whether it is a lock-out or a 
strike, for the c<)nse(iuences are the same. Therefore it is essential 
to bear in mind that the same kind of restrictions or remedies 
should apply to lock-outs as t<' strikes. 

Most industrial })rol)Ieius have too often Ix^en approached 
with varied feelings and a rational analysis of them has been 
avoided. Extreme partisans never care to analyse the realities of 
the situation; but in order to bring harmony into industry, it is 
essential to replace passion by reason and commonseuso. If this is 
done and things are moulded to secure the welfare of the majority of 
individuals, there would be mutual confideuce and good will. 

Some jieople regard the important causes of industrial conflict 
as the natural and inevitable outcome of an unjust individualist 
industrial system and believe that the only way to put an end to 
the trouble is to change the system oompilotely, 
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From the figures that I have been able to collect and after a 
close analysis of them, one has to come to the conclusion that the 
average worker neither thinks nor eureo about system. The 
ordinary workman does not want a strike for a theory or a law, 
but he will strike for economic reasons. When he is hard pressed 
and his wages are low and he is starving and suffering and when 
he realises that ho has no oiyportunity for improvement, then he 
is easily led by what others say. 

Justice and fair- play is all that the majority of v/orkmen 
would wish to achieve, and it they obtain these there would 
be veiy little trouble in the labour world. 

If we study figures and facts we can see tlia+ the main causes of 
industrial <*onflii‘t are stereotyped. T^he chiei among them are 
wages and their adjustment^ — and thus the question of remunera- 
tion and its adequat(» adjustment is the vita) tl big in almost all 
disputes and no amount of talk on industrial peace will solve the 
jiroblem of industrial conflict unless and until a proper solution 
of this problem is frankly and sympathetically dealt with. The 
workmen when they see signs of prosperity in others and no cor- 
responding improvement in their own, feel that others are 
experiencing enjoyment at his expense and hard labour and feel 
that he is unjustly treated. 

The wage prolilem has become more acute since IfilH. Jletore 
the war rates of wages were relatively stable and if there was any 
change it was only gradual. Hut since 1918, the proldem has 
bec ome a difficult one owing to extensive economic (*hanges. Thus 
since the war, this question has led to troubles and, owing to the 
want, of a basis on which wages could be settled, to endless disagree- 
ments. If there is no agreed principle of wage determination, 
there is certain to be trouble and “ in the end wages are determin- 
ed not by reference to equity or common g'ood but by the strong 
hand.’’ 

Exioerience in various industries and in various countries would 
seem to indicate that the determination of wages by reference to 
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prinriples previoiif^ly agreed to by both workers and employers is 
a method of promoting*’ industrial peac^e and has achieved some 
success. The only point is that the actual framing of practical and 
scientific principles tor the determination of wages is a difficult 
technical problem. The princi})le even if scientific may not be 
ac(^epted and therefore the great problem is to induce both sides 
to accept such principles. 

T'or example, in Australia, employers and workers accept the 
principles of the ‘‘ living wage.” This wage in terms of actual 
money is declared from time to time by some official Commission. 
Though their method of arriving at the amount estimated as 
necessary to meet the needs of the “ average ” family is by a 
very rough and ready calculation, yet both sides accept it which 
is th(‘ all-important i)oint. 

It seems to a ceriain extent to be successful; for stoppages of 
work on account of wage (piestions were not so many as in other 
countries.! 

Ilut unforiunately no such “ living wage ” exists in India 
and thus “ the machinery for (*onsi<le! ing wage changes is 
imperfect.” 

So the problem of the adjusimcnt of wages \< extraordinarily 
difficult and as Professor Tlejiry ('lay says, ” the worst disservice 
that anyone can perform to indin.tiy to-day is to suggest that 
wage problems are simple or susceptible to any single or simi)le 
solution.” 

This we can see from the fact, that since 1918, there have 
l>een fre([ueut industrial disputes in India on this question. 

As in this (‘ountry and throughout the industrial world, the 
chief causes of industrial disputes in India are w’^age (piestions 
and their adjustment. This has been the most important cause 
of all industrial disputes, especially since the war. The w^ages of 


•1 Anstralia 1913—1023, 35 per cent. New Zealand 1006—1023, 37 per cent. 
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all dlasses of labourers in India are low and especially after the 
war owing to the rise in the cost of living, the condition of the 
workers has become worse and their sufferings have increased. 
Thus the workers found it impossible for them to obtain the bare 
necessities of life. This led them to go continually on strike, as 
they thought that they would better their position by such 
methods. 

Thus, according to the statistics availai)le, the majority of the 
disputes in India have arisen from th: dpinand for higher wages. 
In Bengal, all the 48 shikes that occurred iii Octol>er and 
November 1921), arose out of a demand for higher wages; of the 
559 strikes and lock-outs in 1921 and the first half ol* 1922 all 
over the country, 245 were <lue to the i^uestion of wages and 88 
to a question of bonus, and out of 184 disputes in 1925, 71 arose 
on account of wage questiouf. The same iu(‘ts can be stated of 
the year 1920, when out of a total of 128 disputes 00 arose from 
a demand of higher wages. In 1927, (>1 disputes out of 129 were 
dT:e to questions of wages. So the wage question is one of the 
important causes of industrial distmies in India and there are 
tendencies which show that many disputes will occur in the future 
if something is not done to regulate wages in the factories in India. 
There are as yet no such thing‘s as Trade Boards, or the minimum 
w^ag^e in India and since all wages are low, there is a definite 
tendency to strike often in order to get better wages. The same 
tendencies, as has been seen, have occurred in almost all industrial 
countries and there is no doubt that they will repeat themselves 
in India if an adequate increase of wages is not given. The 
employers in India should no longer ignore this fact and hence 
should change their methods and face the asi)i rations of labour. 
The employers in India besides have yet to learn the disastrous 
consequence of employing half -starved and weak workers who will 
be unable to do their work efficiently. 

As the Trade Unions are slowly being organissed, the employees 
will naturally with their help demand better standards of living 
F. 12 
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and lienee an increase in wages. Moreover, wlien the workers 
obtain better edueation and the present illiterate worker is replaced 
by one more fully equipped mentally, this question will form the 
hiosl injportant (‘ause of industrial disputes in India and hence 
ihe ein])loyers sliould face this problem imnledialely. Almost all 
i*e(*ent strikes in India have been due to wage questions, and laliour 
In all (ountries is vitally interested in nothing so much as in get- 
ting a living wage and the Indian labourers too are crying out for 
the same. So in India also the fixing of a minimum wage and 
Ihe adjustment of wages in all industries should l)e immediately 
faced. Otherwise the present tendency clearly shows that there 
will be tremendous and disastrous industrial disputes. All interest- 
ed in the industrial development of India should realize that 
constant stoppages of work on account of strike's and lock-outs 
will thwart progress and bring ruin to industry and hence some 
immediate solution should be femnd. 

Jlesides ihis important cause there arc other causes on account 
of which st()p])ages of work have taken place. The most important 
of these were better houHing and Ihe demand for shorter hours. 
Bui it should be again noted that the workers have no proper 
organization and so there is no lK)dy or authority who could 
formulate the grievam^es and thus there wert* a numl)er of strikes 
without any proper demand. It is indeed very difficult to negotiate 
with the Indian workers without “ effective organization to 
formulate the claims of the operatives and to secure resi)ect for 
any settlement which may be made.’’ On ac(H)uiit of this, many 
sporadic and short strikes occur on trivial grounds and sometimes 
extravagant claims are put forth. The workers and som(*times the 
leaders themselves do not know where they stand, and thus in a 
majority of cases the workers are unsuccessful in getting their 
demands. Sometimes it happens, that after the strike grievances 
are formulated other claims are put forward after the strike 
has begun. According to the statistics available, under the 
heading personal and others, more than 30 jjer cent of strikes have 



TRADE DISPUTES IN INDIA 


478 


■bn recorded. The only remedy to avert sporadic strikes and 
Uprikes due to trivial causes, is to encourage labour to organise. 
B^iihout such organization it has been found impossible elsewhere 
po stop such strikes. But strikes occurred when the Trade TTnious 
^movement was started in India and will occur in the future, if 
employers igjiore the valuable lessons learnt from the other 
countries. As has been said the employers should straightway 
recog’nise Trade Unions whenever and wherever they are formed. 
A number of strikes in recent years have occurred in India on 
account of employers stnbl>ornly infusing to recognise Trade 
Unions and to negotiate with their leaders. In several cases, 
strikes have also ocfuirred on accoun* of employeis reitusing to 
lake back the prominent workers who ‘'rganised them or addressed 
meetings. 

It should be admitted that there is souk difficulty in employers 
recognising the Trade Unions, as the majority of the leaders of the 
labour movement in India drt> politicians. There has been a fear 
in India ihat political leaders utilize labour disputes for their own 
purposes. It should t*c realized in (ireat Britain at the correspond- 
ing stage same thing occurred when outsiders like Robert. Owen, 
Francis Pea(^e, and later Kingsley, Ijiidlow and Frederic Harrison 
played their parts. So employers in India sliould also realize that- 
the workers are so ignorant that it WH)uld be impossible for them 
to organise themselves without outside help, and so they also 
should adjust themselves and as far as possilde recognise the 
Unions. By doing so, they will give an opportunity for workers 
to train themselves and thus in the course of a few years to l>ecome 
loaders of their Union. 

Every attempt should l>e made to organise the workers and 
unless and until this is done it will he imjH)Ssil)le for the workers 
to improve their condition or to bring to an end the great number 
of unnecessary and sporadic strikes; for the worker at present 
is unable to better his position and as the Collector of Bombay 
remarks, if the mill-Qwners desire to increase the hours, the 
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operatives have no real power to prevent them. Their power of 
combination is as yet exceedingly limited; a large proportion will 
always continue to prefer to get as high wages as they can, regard- 
less of their own welfare in the long ruii.’^ 

Thus the “ history of organized labour in India is full of 
instances to show that, while the operatives fully understand the 
machinery of local strikes and have repeatedly forced employers 
to comply with their demands in isolated cases, they have been 
unable to combine over any large area with the object of securing 
a common end by concerted action.’’ 

Thus the labour organizations in India have not yet come to 
business methods, and the few Ti*ade Unions that are existing to- 
day ** possess no clear-cut features or well-defined duties ; most of 
them have no permanent offices or staffs; and the men themselves 
are lukewarm in their loyalty to their Union, demurring to Union 
discipline and to Union contributions.” 

Industrial disputes occur in India for various other causes, 
such as the arbitrary dismissal of < mjiloyees, and the ill-treatment 
of workers by foremen and managers. Sometimes industrial 
workers in India are at the mercy of foremen. The foreman, 
generally an Indian or Anglo-Indian, takes advantage of the 
illiterate worker and, if he displeases him in the slightest degree, 
dismisses him. The worker not being conversant with rules and 
regulations, and being illiterate very rarely appeals, but thinking 
that the foreman is all-powerful and fearing dismissal, too often 
goes out of his way to please him. 

Such a system is undoubtedly open to grave abuvse, and the 
employers should endeavour to establish workshop committees to 
eradicate this evil. Therefore strikes in India have peculiar 
characteristics and since there are no proper organizations of 
labour and since workers are illiterate,’ the problem of industrial 
disputes has peculiar difficulties and as the report (The Industrial 
Dispute Committee, appointed by the Government of Bombay on 
30th July, 1921) righily says, ‘‘the evolution of any means of 
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preventing or adjusting strikes and trade disputes in such a float- 
ing and illiterate body, lacking any homogeneity, is exceeding'ly 
difficult/’ 

Space does not permit me here to suggest and discuss various 
methods to averi trade (disputes but it suffices to say here that 
efvery effort should be made to encourage voluntary conciliation 
machinery in each indiisiry for the settlement of disputes and also 
attempts should be made to use the (\)iirt of Inquiry (Trade 
Disputes Act, 1929) before a strike or lock-out occurs. The best 
way to settle industrial disputes ii for employers and employees 
to establish machinery for voluntary agreement and this would 
work far nu're smoothly than elsewhe^-e, for there is, I am sure, 
a desire among the majority of labour l^adeis that Indian industries 
should develop and prosper. 

The employers should remember the ^'dse words uttered by 
Lord Chelmsford in 1920 when he pleaded the ‘‘ necessity for the 
sympathetic (*onsidera1ion of Labour in India. ‘‘ It will be a 
tragic* and irreparable disaster if India is forced to repeat the long 
history of Industrial strife in England.” 

It is generally now recognised that there can be no permanent 
cure for industrial trouldes, until factory conditions are “ brought 
into line with the wishes and aspirations of the workers.” 

Mr. Seabohm Rowntree, in his arti(*le on Labour and 
Capital after the War ” says that labour must be regarded “ rather 
as a ])artner than as servant,” that they should co-operate with the 
management ‘‘ practically on equal terms ” and that their advice 
should be sought in determining the conditions of work in any 
industry.” 

In Great Britain, employers have changed a great deal, 
especially after the War in their attitude towards the workers. 
The establishment of elaborate machinery such as National Councils, 
District Councils, Workshop Cominittees, Profit-Sharing schemes 
and various other schemes all dearly show the changed attitude 
and the recognition of labour as partner and not as servant. 
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Indian employers have not benefited from the lessons which 
foreign countries offer, for as Prof. Wadia says, whilst employers 
in the West are awakening to a sense of their social responsibilities 
and are being forced to recognise that the labour employed under 
their charge has a first claim on the product, the Indian Capitalists 
and employers, whether foreigners or belonging to the land, have 
yet to learn the value of a more humane treatment of workers/^ 

In short, what India needs is a radical change in her economic 
ideals and a reorganization of the present system under which 
industrial work is carried on. The present status of Indian work- 
men should be changed gradually or else there is bound to be 
discontent and thus industrial disputes in the future will increase. 

It is only by adopting methods to ameliorate labour condi- 
tions, and by a sympathetic poli(*y, and by ac(‘epting labour as 
partner, that Indian industries will work smoothly and go 
abreast of the most advanced countries.” 

This infusion of a new spirit in industry is essential for order- 
ly progress and the solution rests jointly with I/abour, Kni])loyor8 
and the State. 
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BY 

I. M. Kapoor, B.Sc., Econ. (Lond.), Hailey College, 

Punjab University, Lahore, 

1 he lime has (iome when even in I^idia the cuBtodians of the 
science of Economics should attempt not merely at teaching the 
suhje(*t in the Colleges and Universities lint at developing the 
aualytii^al outlook in themselves and among their pupils. It is 
a lualter of great regret that despite great popularity of Ecio- 
iioinics, very iew of us can svsIeniati^Mlly '.hink on the economic 
problems of the day. Although every layman has some opinion 
of his own on all economic matters, yet very often even those who 
hetray a deplorable hirk of systematic thinking are supposed io 
have received a good grounding in Economics. This is mainly 
due to the fact that the teaching of theory and principles of the 
Science is very shabbily done. Except in very rare cases our 
colleges seem to produce, not thinking men, but crumining parrots 
or calculating ma(;hines in human disguise. The whole object of 
our college education is destroyed. 

The result of the present m3thod of teaching Economics is to 
make the sludeni able to repeat certain economic expressions and by 
this means to ensure his sucjcess in the examination. Some of 
my own pupils who have passed their M.A. Examination in Eco- 
nomics with the help of books alone and without paying any 
attention to my lectures have afterwards confessed to me that their 
ideas about the most elementary economic problems are very vague. 
And this is quite natural too. In the beginning these people have 
been taught some simple things about Economics in a simple way 
and their minds were not given enough exercises in the matter 
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in hand. Take for instance the theory of Distribution as it is 
generally tuiij>*ht in ordinary easy text-books which our teachers 
are so afraid to criticise. The tendency of regarding the print- 
ed word as the gospel truth even i% scientific matters has done 
an incalculable harm to the teachers and the taught alike. 

The text-book writers*^ give great prominence and space to 
the fourfold division of the subject corresponding to the four- 
fold division of the department of Production. It is said that 
there are four factors of Production, viz., Land, Lalxnir, (kipital 
and Organisation. And the national income is also therefore 
divided into four similar and corresponding parts. 

Thus the income of Land is called Pent. 

,, ,, Labour ,, Wages. 

,, ,, Capital ,, Interest. 

M ,, Organisation ,, Profits. 

Some ol these popular and easy text-book writers^ feel some 
misgivings about the fourth factor of prodintion, viz., Organisa- 
tion and therefore hesitate to (‘ell J^rofits as the income of that 
factor. Under modern corporate production on a large scale, 
organisers have emerged as a separate class of specialists and they 
get the reward for their work in much the same way as the other 
employees do in a big concern. And unless a new division between 
manual and other workers is to be made, there is no line of 
distinction between the kind of income that organisers receive 
on the one hand and the income that other labourers get on the 
other. Ihis distinction betwc^en manual 'labourers and others, 
however, will be altogether unwarranted. Economics already 
sufi'ers from a cTopful plethora of hairsplitting distinctions of 
terms which serve no useful purpose for the Iniilding up of the 

.1 Sec text-books written by Penson, Moreland, Clay and others. This is the 
atrangemen't almost in every text-book on Economics written on the lines laid; 
down by eminent writers 'like Marshall. 

2 See Penson’s book above referred to. 
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theory of the science as a whole ex(?ept that it provides a pastime 
for the carefree economists to revel in. Of this class are the 
absurd distinctions like circulating: capital, fixed capital and pro- 
ductive capital (and why not*, also con>-^vmptive capital). 

For the purpose of laying down broad general principles of 
the science, therefore, we must put all kinds of work manual or 
mental in one single class. We may go further and say that 
even the preachei* of religious sermons is to be classed along with 
every other kind of workers. Similarly the income that even 
the most exalted person g'ets from his otfi(‘e, e.g., the Viceroy or 
ihe Chief Justice of a High Court is as mucli an income from 
work as the income that the lowFest oi labourers say a scaven- 
ger gets from bis (K*cupation. Even ^he 'cience of wealth must 
not distinguish and classify men according to their wealth; at 
least for the purjiose of luiiiding up the pin ' and abstract theory. 
Of course for solving piactical problems such as that of income- 
tax, have to adopt a (litferent classificathm liased on the size 
of possessions which is in fact not a matter ot principle but one 
of accident. 

J^rofits, therefore, so far as they are a reward for organising 
work do not ditf'er from wages and vshould be so ( lassified. Some 
Visiters likely Fcnson^ declare that factors of Production are not 
four but five. The fifth is said to be Enterprise. Profits are then said 
to be the reward foi* Enterprise. Others^ prefer to (all it the 
reward for lisk-bearing. Now it may be asked what kind of risk 
is borne by those who appropriate profits to themselves? Their 
answer is that they risk their capital in the tuiterprise. It is 
said that labourers get their wages and therefore bear no risk. 
Similarly the landlords and cajntalists get rent and interest 
respectively and bear no risk. It is only the entiepreneiir who 
bears risk arul he therefore gets profits. Put the actual facts of 
life we live tell a different tale. 

3 In the same text-book as reterrcfl lierctofore. 

4 Tatissip:, Yol. IT, pp. 164 — 66. 
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llisk-hearini? in fact is too wide a basis to be adopted for mak- 
ing Profits as a distinct class of income. As Fisher points out in 
his “ Nature of Capital and Income,”^ risk is due to uncertainty. 
And uncertainty pervades in all human doings. There is no kind 
of income whi(*h is entirely free from the risk of uncertainty. Is 
it really maintained by anybody that labourers do not incur any 
risk? The possibility of being sacked and then having to face 
starvation is certainly a much greater risk than the risk that the 
owners of capital really bear. The existence of institutions like 
the Labour Exchanges, Insurance against Unemployment and 
other kinds of labourers’ insurance under the })ati*onage of (lovern- 
ments is a clear proof of the recognition of risks borne by labourers. 

Moreover can anybody deny that risk-bearing is just another 
kind of mental work only and here again its reward is in no sense 
difierent from wages? It has already been said that all income 
from work whether mental or manual, must be treated alike in 
a science. But even it we have to distinguish manual work from 
mental, we have no justification whatsoever for singling out one 
kind of mental work, viz., risk-bearing from otluMs of the same 
kind, e.g., that of a judge, for making a new class of It by itself. 
As regards profits, we come, theieforc, to the conchisioji that in 
so far as they are the income of risk- bearing they are not difierent 
from any other kind of income because* every kind of income 
involves an element of risk. In some incomes this element ivS 

greater and in some others smaller, but it is present everywhere 

all the same. 

But the advocates^ of treating Profits as a separate class by 
themselves say that entrepreneurs get Profits not only for risk- 
bearing but also for w^aiting for the fructification of the invest- 
ment of their capital. And in the third place they get Profits for 

putting in their owui personal labour in the venture. The above 

5Pp. *266—69. 

6 Clay, pp. 335—38; and Henderson, “ Supply and Heinand,” pp. 117-18. 
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analysivs of Profits into its so-called three constituent elements is 
really very shallow. On the basis of this analysis it will be 
apparent that there is no fundamental difference between Profits 
and Interest, for Interest is also analysed into exactly correspond- 
ing three elements, viz., risk, waiting and management (of loans, 
etc.). Generally profits are calculated on the basis of capital in 
the form of perccntag<^ So is Interest. Then, pray, tell me what 
is the difference between the two. Profits are generally supposed 
to represent a higher percentage than Interest. In fact it is not 
always necessarily so. And the raie of Interest also is higher in 
risky investments than in those where th^'ie is less risk. There 
is therefore a (lifferen(*e between Int/west and Prodts neither in 
respect of their constituent factors i or in the method of their 
calculation, etc. And hence in so far as Profits are an income for 
waiting they are not diftereiit from Ii.teKMt. And in so far as 
they arc the reward for managemeiit or risk-f)earing they are not 
different from wages. 

Some people take shelter under the fact of proprietorship. 
They say that Profits represent the urplus of imtome over and 
above what the proprietors of a concnnui would have obtained as 
interest if they had lent their capital to somebody else instead of 
enijdoying it in their own business. But on analysis it can be 
shown that even this also is a divstimdion without a diffeience. 
The develo])ment of the Joint Stock form of business and the 
diversification of shares into ordinary, preferen(;e, etc., has wiped 
out all su(*h ground for separating profits from interest. In what 
way does this income of proprietorship of a coiu'ern differ from 
the income of jiroprietorship of other kinds of proper! yP Docs 
not a moneylender who gets his income which is called Interest 
own his business? There is in fact no line of demar(*ation point- 
ing out where Interest ends and Profit begins. 

Let us now see whether there is any real difference between 
Rent and Interest. Rent is said to lie the reward for letting out 
land for use to others whereas Interest is similarly the reward 
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for letting out capital. We have seen that gross Interest involves 
a reward for waiting, reward for risk-l>earing and reward for 
management of loans. Similarly Kent may be shown to be the 
reward for these very three elements. On this basis therefore 
there is no justification for distinguishing between Kent and 
Interest. 

Roughly speaking there is an element of wages even in the 
other kind or kinds of income, i.e., income from various kinds of 
property; and as (Uay points out there is an element of rent (i.e., of 
income from property) even in wages. Rut probably it will be 
said that the existence of a small elemeni of the other kind of 
income in' wages, or the existence of a small element of wages in 
the iiu'ome from all kinds of property does not matter. It is the 
dominating element by whose name we call the different kinds of 
income. Thus we call a particular kind of income as Interest 
when the element of waiting is prominent. Very puzzling 
questions will then arise. What about the hire of a Tonga? Is 
it predominantly an income from work of the driver who is also 
the owner, or income from his ^'apital? lis it therefore Interest 
or wages? What about the rent ** of a big house, the value of 
land on w^hich it is built having gone up because of the cai)iial 
invested in it and in the surrounding plots? 

The traditional economist^^'^ do not however differentiate be- 
tween Kent and Interest on the basis of their resi)ectivc consti- 
tuents. They say that land and capital are two distinct fat^tons 
of production and heiu’c income yielded by either should be treat- 
ed as different from that yielded by the other. But let us examine 
how property in liund is different from property in ('upital. 

Formerly it used to be said that Tjand is different from Capi- 
tal inasmuch as Land is a gift of nature and Capital is made by 
man. But now this kind of argument is not much made use of. 
Marshall pointed out that man does not produce anything new. 
He only shapes and reshapes matter and takes pride in calling 


7 Marshall, I’riiiciples, pp. 609 — 28. 
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this prwess as Proiluctic^n. FroJii this it is (^loar thai ])v no 
means nature plays an inconsideiahle part in the production of 
capital. Every (capital ^ood is very larg'ely produ(*ed first by 
nature and then only afte-* that by man. It is the fact of pos- 
session of a ^‘ift of nalure which turns a natural o})ject into capital. 
Miis ai)plies to land in the ordinary sense as well as to a piece 
of bamboo produced on it. Land, as soon as some labour has been 
s])ent in ])ossessinj»*, preserving* or improviiio* it doe. not remain 
a pure <»ift of nature. Similarly, lun'cvcu much human labour 
may have been spent on a piece o* l)amboo in .naklufi* a flute out 
of il, the ])art whi(*h nature has ])la\ed in niakinm* it can never be 
nef>li»ible. i his reasoning* will wipe ou^ th'' distinclion l>eiween 
land and capital. 

It may be reminded here that Land ” in Economics does 
not ir.ean only the ordinary Ian 1 but all ^ifts o^‘ nature. Bui apart 
from the fact that the above arp*uiment a])])lies to all «*ifts of 
nature, I may add that this widening of tin* denotation of the 
term Land ends in the vety first chapters in the books on 
Economics. Iti the wiiole of the remaining* parts of these treatises 
only the problems of ordinary land are di.s(»ussed and liand simj)lv 
means ordinary land. 

Then a^'ain it is said® that Land is distinguished from Capi- 
tal on the basis that in tin* creation of Land nature* plays a major 
part and in the creation of Capital that major part is jilayed by 
man. Bui this ar<>*ument also leads ns nowhere. There is no 
njeasiire 1o jiulj 4 *e wliethcr in the creation of any ec'onomii* <^ood 
the part ])layed hy nature is more important or just the olherwisc. 
Can anybody declare whal jiereejita^^e shf)u]d he aiiri])uled to 
ihuturo and whal lo man in the formation of, say, a flute out of a 
l)ieco of bamboo? 

But the modern line of dislinction belween Land and CapilaP 
is based on the limitation of su])idy. People say tf)at whereas 


8 Marshall, i'riiicipleb, pp. 114—41). 

9 Henderson, Supply and Demand, pp. 84-5. 
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the supply of land is fibsohitely limited the supply of capital can 
be increased or decreased at will. As a^^ matter of fact both these 
statements are very far from being' true. Every one of us knows 
tliat land, in the wider sense i.e., nature's bounty, is limitless. 
Even of the ordinary land, only in a veiy restricted sense (*an it 
be said that its supply is limited, and that too not absolutelv but 
relatively at any one particular point of time or tor comparatively 
short periods. Eeclamatiou of marshy land, bringing into use 
of barren land by the discovery ()f suital)le manures, increasing 
the facility of situation by means of rapid communication, emer- 
gence of new islands in the high seas, etc., are all instances of 
how even the supply of ordinarv land mav be in(*reased in course 

of til* 

Similiu, lhatie supply of ca^ nital can be 

increased at will. There are kinds of capital, the supply oi* whicii 
cannot be increased at all, e.g., the painting of the Masterhands 
like those of Raja Ravi Varma and the marhle-(*arving of statues 
of Michael Angelo, etc. These obje(*ts are never treated as 
Land ’’ on the basis of the absolute limitation of their su])ply. 
Similarly there are some kinds of capital the supply of which is 
limited for (Hjiisiderablc lengths of time, e.g., the supply of steam- 
ships and all other big capital goods like bridges, railways, etc. 
(hui this temporary or permanent limitation of supi)ly of these 
capital goods mislead any one to treat them as Land 

Even the great Economist Marshall felt the unreasonableness 
of the present classification of income. But instead of ai)plying 
his analysis t^> show the resemblance between (he two kinds of 
income, viz., Rent and Interest, he invented a fifth class and 
called it quasi-rent. Land us Prof. Caiman has pointed out is no 
longer a free gift of nature in any of the modern communities of 
the world. All that you can say is that it is a prominent kind 
of pioperty. But the mere facd of prominence will (uititle it to 
be regarded as a separate class by itself no more than the fat 
salaries of some high officials will eTititle the holders to be treated 
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dilferently from other workers for the purposes of l>uil(lingr the 
theory of the Seieuce. As for the method of (*aleulatioii it is a 
pure accident as Fisher points out that the income of land is 
(‘alculated as per acre while that of other kind of capital as per 
cent* This diiference is based on popular usage which is as 
unscientific as was the popular belief that our earth was flat and 
not round like a ball except perhaps at both ends. And it is 
(‘ertainly not the business of a science to perpetuate wrong popular 
usages as scientific truths. And apart from common jiarlancc*, 
even the common practice does not recogiuse this diiference. Jf 
a business goes und^r liquidation, the land of the owner of that 
business is not se( apart by the liquidato’s. It is treated exactly 
like his other ca])ital asvsets. Similarly if a basinessman buys out 
the prf3mises oi his business with l\s. 5,CdO and shocks goods worth 
another sum of Ks. 10,000, his (‘apital in business vnll not be treated 
by anybody as only lls. 10,000. His profits wul be calculated as 
so mud. per cent on Ks. 15, ^'00, i e., including the capital invested 
both in land and stock of go(.ds. 

All this analysis leads us to the (‘onclusion that the distinc- 
tion between Rent, Interest and Pro^it^ is unreal, and that there 
are only two real divisions of income namely Income from work 
and IiH'ome from property. This is in perfecl conformity with 
ihe requirements of the times. All economic (conflict is really 
lietweeii workers and owners and it will greatly conduce to the 
clarity of ideas if we bear that fact in mind from the very start 
of our study. It is useless to treat nature as a separate factor 
of Production. It does produce but it does not demand an “ eco- 
nomic rent.’’ There is no conflict among men in respect of 
fighting against nature and wrestling its secrets which it seems 
to yield sometimes so niggardly and at others so liberally. Conse- 
^iuently nature or its gifts do not provide any good basis for putting 
income-receivers into diiferent classes. 

Even as it is, the subject of Distribution is treated at present 
in a most unpractical way. The so-called theories of Wages, 
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Bent, Interest and Profits are nothing- but a mere amplification 
of ihe prominent instances ot the principles of value. As Prof, 
(^annan points out, the more important questions are whether in 
any nation or a particular industry the right proportion of income 
goes to labour. Or what share ot the income which now goes to 
property (‘an safely be made over to the workers in the interest 
of e(‘onomic welfare of the whole community not for a short time 
l)ut iij (lie long run 1*^ These and other kindred j)roblems like those 
of women’s Avages, division of society into various stratu and its 
effects on welfare through the distribution of income, problems 
of iiKHjualiiy, the l)ases of distribution, viz., mewit, need and 
sacrifice, the (piestion of poverty, etc., should really form the 
subject*niaiier of Distrihut ion.‘^i 


10 TIur being gradually recognised, as is evidenced l»y the fact that 
Ifenderson's “ Su]*;)]y and Demand ” whudi is a book on ‘ Value ’ includes the 
discussion on Profit s, TIcnis, Wages and rnterust. 

11 These arc very well treated in some recent hooks such as Cannan’s Wealth 
and his other works, Pigou’s Economics of Welfare, and Dalton’s Inequality of 
Incomes. 
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According* to Prof. Marshall the rouirihntioii of the ancient 
economists to the Theory of DistrihuMon, though small, is yet 
vtry solid and suhstantial. JUit the inoticrn ('coiioinists have made 
a gjeaier and varied contrihiition as is clear !*roni so many modern 
publications on Principles oi Economics and some exclusively on 
Distribniion. 

It tlKHefore might sound rather preposterous on the part of 
men like myself to attempt any new contribution to the aJlready 
siifhcieiitly well exjilored and explained theory of Distribution. 
\ et the iact is that on account of a close and anxious study of the 
subject and a ciireful and clear teaching of the same to the Inter- 
m^ediate and more especially the degree stiuhmts, I can say as a 
matter of }}ersonal experience and revelation that in the realm 
of Distribution many new ideas h»om l>efore us and yet in the face 
of the University Syllabus and the fixed period of time before us, 
it seems undesirable and is practi<‘ally almost impossible to bring 
home to the students all or some of sinh new ideas and we have to 
rest contented with making only a passing mention of some of these. 

It is only in Papers like these that new ideas can be expressed 
and new suggestions made in order to teach the theory better and 
make it easier to the students hec^ause it is (piite certain that in 
such an eminent assemblage of brother economists all these ideas 
and suggestions will be discussed threadbare and I am sure even 
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this discussion will make the most difficult at least a bit easier 
lor the student world. 

Of the six hooks of Marshall’s Principles of Economics the 
sixth on l)i8tril>ution is the most difficult, yet very iiseful, 
necessary and even inteiesting. Carver’s Theory of Distribution 
is equally so. Taussig*, Seager, Franc () llara, Turner and others 
no doubt make an exhaustive survey of the Theory of Distribution, 
yet it is not possible nor easy enough for average beginners, care- 
fully and cleaily, to get an outline idea of it and tlierefore it seems 
necessary in this paper to attempt a simpler delineation of some 
of the points at least. 

Prof. Jevons in his Essays on Economics no doubt succeeds 
under Distribution in making the theory quite clear and simple 
in many respects. 

Economics being a fast developing science, new ideas are com- 
ing to the front and I he subject of the whole of Economi(*s and 
more especially that of Distribution is of utmost importance lo 
the National well-being and general (•conoiiiic progress. 

It is with the separation of the agents of production that the 
idea of the theory of Distribuihm acquires vsome importance and 
becomes a bit clearer. We all know that the numl)er of the agents 
of production has gone on increasing from 1 to 2 to 8 to 4 and last 
of all to 5. Land and Labour were the only two agents formerly. 
With the growing intricacy in the methodvS of i)roductioii, the 
labourer (*ould not work with his own hands. lie did recjuire 
tools and implements and thus Capital came to be recognised as 
the third agent of production. With the introduction of the 
enqdo.ver system of jjiodiiction ca])ital became the most im[K)rtaut 
agent of production be<ause man the worker instead of working 
with his own instruments as and when he liked came to work on 
the raw" material and the instniments supplied to him by the 
employer and w"ithin the building of the employer so much so 
that inside a manufactory he could make full use of his skill and 
efficiency but outside he w^as almost a nonentity. 
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With the iiiirocliietiou of division of labour, machinery and 
lar^c-srale ])ioduction or in short tim Factc^ry System, the capitalist 
(‘ould not dischar^'e double function and the Orj^aniser came to 
be rei^og'nised as a separate and important fourth a^ent of produc- 
tion. 

The organiser brought together land, labour and capital and 
then set them in working order and sui>ervised over them. 

With tlie ex])ansion of the markets and the glowing intricacies 
of the forms and methods of jiroduotion the oiganiser lost his 
efficiency as the organiser beiaiuse he had to waste much of his 
time in luinging the three agents together and in thinking of 
bearing the risk as successfully and profitably as ]n)ssibie. The 
world began t(» sulVer and therefore th ? fif^h agent oi production 
known as the Entrc'preneur came i<) be recognised as a distinct 
agent of production. 

Now it seems to be the functi(ni of the buffer entrepreneur 
to S(’le(*t the industry and then to bring land, labour and (*apital 
together and then to juit all these under an organiser. He has to 
enter into agreement with each one of these hcforehand and thus 
he has to hear the risk f)f profit and loss himself. 

As we think ( arclully and de(»ply over the fuiu tifnis, iniportaiice 
and utility to the industrial world of this fifth agent of produc- 
tion, it becomes clear to us that the first and foremost function of 
the enirepreiieur is to exercise his discretion in selecting out the 
industry that will prove most profitable to him and it seems to 
me that the modern-day entroprenenr has a very limited sco])e in 
making such selection on account of keen and even cut-throat 
f‘om petit ion and he lias Iherefore to think out and even ( onceive 
and devise new industrial undertakings after very carefully study- 
ing the supply and demand sides. Therefore the modern entre- 
jireneur does not so often and so well succeed as the old one did 
because he cannot retain and increase his efficiency when he is 
required to discharge two equally im])()rlaiit, onerous and risky 
duties of bringing tbe four agents together and thus bearing the 



490 


B. L. VAJPAYEE BHIMPURE 


risk upon himself and conceivings at the same time new industrial 
schemes. This a(d. of conceiving new and profitable industrial 
selieines re(|uires so many varied and tip-to-daie abilities, infnrma* 
iion, discreiion aJid tact on the one hand, and on ihe oth(*r hand, 
very clear and practical experience oF chang(*s in fashion and de- 
mand and a detailed idea of the money and real cost of production. 

This last function is going to be quite different and distinct 
from our modern entre])reTieur and it seems a new agent of pro- 
duction sixth in number is wdthin a short ]>eriod of time going 
to be recognised. 

A grouj) of persons well versed in the sciem'e and art of Eco- 
nomi(‘s ajid more particularly in business, trade and commerc^e 
and (juite conversant with the demaiul and suj)ply in so many 
countries of the world will take it into their heads and upon them- 
selves the work of (onceiving new industrial (‘ntmprises. Eor the 
.sake of (*onveiiience we might at present ('all them the Oonceivers. 

They wdll charge a s])ecial fee before allowing any enterpriser 
to get an idea of their scheme and this the entrepreneurs will 
wdllingly pay as they will l)e saved a lot of trouble and get for 
an ordinary price a cut and detailed scheme which can be easily 
])ut into working order. The lemiinerat ion of the ('onceiv(‘r may 
be called the charges ol com'civing. 

With the usheuing into of this new agent of prodiu'tion the 
fujictions of none of the five agents will in any way bt* disturbed 
or dislocated, their value under exchange, and their shares of the 
National Dividend will be iiiost certainly dc'terniined as hereto- 
fore and the new agent the (V)nceiver will F(tllow suit. 

Combination and vseparation of functions will continue as of 
old and will depend ordinarily on the economic conditions obtain- 
ing in different countries and primarily on the nature of the under- 
takings. 

Reverting now to the outline of the theory of Distribution it 
can be said at the very outset that the problem of distribiifing the 
surplus can and does arise only when there is a surplus and the 
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fact that there is or is not a surplus can be ascertained only after 
exchange has been ejected — Positive or Neg'ative surplus does not 
materially alter the principle of our discussions. 

It can therefore be savl that the problem of Distribution arises 
only after exchangee has been effected and if tliere is a vsurplus. 

Here at this stage ii seems desirable to throw some light on 
a very imj-ortanl and iisc{‘iil siateincnl of Prof. Sidgwick, viz., 
*■* Disirihiition is cxclian-ge repealed.” lie ilnis maket no differen<^e 
])e1^^een Exchange and Distributio?* llhoagb lie himself in his 
Ibinciples of Economics devoles (juile a separate porlion to the 
discussion of the Theojy of I)is1ribufio)i. 

Under exchangt' Ihe eiitiepreneui’, we know, before setiing 
the forces of produ(*tion inio working orltr enters into a definite 
agriM'Pienl wilb (be landlord, tin capitalist, the labourer and the 
organivser and has to jiay them just at ihe end o* the periml agreed 
iijain, e.g., r(‘nt lias to Ix’ ])aid per month or pv'i* annum, interest 
every month or every three or six months or annually, wagt's pei* 
diem, or W(*ek or at th(‘ latest (‘vmy month and salaiy every month 
while conc(‘ptioJi charges shall haA^^ to be paid lump sum just at 
the tini(» an entrepreneur makes a selection from thei preparation 
or coiK'epts of the conceiver. All these remunerations Iiave to he 
paid even before a- commodity is produced and they form part of 
the total cost of prodiudion. They are determiiuMl by the sujiply 
of these agents available at a particular lime and place on the one 
baud, and oil the other by the then demand for them at that place 
most certainly other things remaining the same. 

On the supply side we have to enter into the details of the cost 
of production of each of the agents of production, and on the 
demand side the utility of them to the entrepreneur, and in otlier 
words the utility of the commodity thus produced to the consumer 
or 1 might even say, the value of their services through tlie utility 
of the finished product to the eonsiimers in general. Decause it 
is absurd to think that any entrepreneur will pay any price to all 
or any of the agents of production irrespective of his net profits 



492 


B. L. VAJPAYEE BHIMPURE 


that is of Uie price at which the finisheil prodiu^t will be sold and 
the rout of production. Thus it is clear that the surplus looms 
Iiir^»*e hefofe the entrepreneur while lie makes an agTeemeut with 
these agents of producdion. It perhaps will thtia be evident that 
Trot'. Sidgwick’s remark is not far from the bare truth. But the 
fa(*t remains that after the contract has been made (most certainly 
with the prospe(‘t of the surplus) payments are made iiTesi)ective 
of the surplus and long l)efore the surplits docs arise, and there- 
fore we (‘an vsay that distribution is (luite a distinct branch of 
Economics. 

Under Distribution we have got to emphasise not so much the 
supply side of the agents, their (‘ost of production, but the demand 
for th(^ finished product or its utility to people in general and thus 
as(iertain the ])ositive or the negative surplus as the case be. Under 
Ex(*liange even in the face of a negative surplus the settled 
remuneration has get to be paid, while under Distribution, through 
the buffer nature all the agents re(*eive a setback in the case of a 
loss. Whatever is paid under Distribution according to the buifer 
nature of an entrepreneur to the four or in future the five agents 
of ]Ud<luction is something over and above wdiat has already been 
paid to them under exchange and depends primarily on the surplus 
and here under Distribution the lud profits have first to be paid 
to the entiej)rcn(‘Ui*. It is bc’c that (he marginal productivity 
theory helps us a (b'al. 

In this ('onnection I i(in often led lo think and feed that a part 
of th(* surplus shoijld and does go evcui lo the consumers, because 
most (‘ertainly they too are an iin])ortant contributor or creator of 
the su!*])lus, I say “ should ” because no book on the analysis of 
the surplus does (‘onsider the shaiv of and allot any of the dividend 
to ])eople as c(Misumers, and I say “ does ” because 1 feel that 
w’ith in(‘j*cased Deuiand, Sn])])ly t(Mids to increase with gn^ater 
economies division of labour, large-scale production and increased 
efficiency and thus (‘ost of production goes down and pri(ies are 
lowered and the consumers gain. I cannot understand how the 
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deiriiiiid side does not contribute anything^ towards the surplus and 
if it at all does even an iota and I am sure i1 does inucdi more, 
tlien bow can any cont.ril)utor, be he an agent (»f production, or 
tbal of demand, l)e left , ul of (‘{)nsideration. 

It will thus be clear that in a study of all Ihese things includ- 
ing among* them the influence of distribution over national well- 
being* we have to discuss, understand and systematise a number 
of things which can never Ix' discussed and in a nninner (|Uite 
different from that adopti'd under (‘ivihjnig*'\ The conseiiuences 
of Distribution are far more impcutant .ind farther reechiiig than 
thf)se f)f any othei- branch of Economic-'. 

We now come to the scientific ])(>sition of the jirobleni of 
Distribution, and T should like to give u summary outline of the 
same as w(' all know that so many a})le, experienced and learned 
authors hav(' placed at onr d:s]>o.'.al a*; exhanshve, tine yet (dear 
exposition of tliis portion of the theory. 

( /) AVnien and why (toes the problem of Distiibution arise ? 
(//) How do we get a Surplus^* 

(///) Why should the Surjdus ])e distributed*:^ 

(ir) Among whom is the 8iir])lus distributed)^ 

(/’) What is the form and the manner in which this Surj)lus 
is distributed)' 

(/’/) How is the share of those that are entitled to a part of 
this Surplus determined*:' 

(rii) AVhat is the effect on society in general of this 
Distribution of the Surjdus thus*:' 

(/’///) What will be the constHjuences otherwise ^ 

(/>) Does the State in any way take any part in regulaiinii: 
this Distribution and does it get any ])art ol the 
Surplus)' 

{a;) Are there any suggestions to make the Distril)ution 
of the Surplus as fair, just and proper as ever)' 
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AVilliiii the lime at my (liai)osal and with my limited know- 
ledge it is not i)ossil)le for me to enter into a detailed discussion 
of each of these ten points and therefore I shall sini])ly make an 
attempt to show by way of a hint what these points g*enerally aim 
at and by way of suggestion submit aiul invite the ideas tliat should 
form part of these ten points or of the whole theory and practice 
of Distribution. According to Jh‘of. Marshall the second (piestion 
is more important than the tii'st. With the help of so many 
questions does he exjdain to ns the way in which we should know 
why there is a Surplus. In his words and (luile right it is from 
nature that we first gel the idea of a surphis and because there 
is a sur])lus it must be distributed and distributed only among 
those that are responsible for it. It is, however, very difficult to 
ascertain ac'cuiatelv all those persons that are responsible, because 
in a way almost ev(‘ryl>ody has made some contribution or other. 
Thi s is not a (juestiou of a town or a nation but a world-wide and 
therefore international (|uestion and thus its im})ortance is the 
g7*ea test. 

The surplus as we all know is din? to the forces of demand and, 
supply and if the cost of i»roduction jusi equals tin' price offered 
then there is no surplus, ilut it is also a fa(d that nobody will for 

long carry on a business if tinue is no ])rofii over and above the 

normal profits and tlnuetore for one j’eason or other if the Demand 
price is g*reater or less than the cost of ])roduction, there is a 
surplus. The difference between the Supjdy ami Demand may be 
due eithej- to sui)ply through increased efficiency, greater 

economies, etc., or to Demand; but the surplus is due to tlu'se two 
forces most (certainly. 

AA"e have thus far known summarily the nature of the first four 
questions. The fifth is rather more< important and necessary. 

Practically we all know that the surplus is distributed in the form 
of money, but money according to Prof. Jevons is not the thing 
that is distributed. It is simply the medium of distributing the 
surplus, because there is no better medium available. It is really 
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speaking the surplus utility that is distributed. The manner of 
distribution of the surplus can best be understood by an explana- 
tion of the buifer nature of an entrepreneur. 

We all know that in a railway train there are long protruding 
iron cylinders known as buffers on either side of every carriage 
and it is these butters that receive the shock first on the meeting 
or joining or even colliding togethei of the two carriages. Later 
on the shock is transmit! ed to the compartments close to the 
buffers and gradually to the whole train. 

Exactly in the same manner the entrepreneur on an equili- 
brium between the forces of Demand and Supply having been 
established, receives the shock of profit oi loss as the case may 
be and then gradually he transmits the shock to agents placed 
closest to him and then gradually all thro:y^hort the region. In 
the train the shoth is transmitted on either side first to closest ones 
and later on to others until the shock spreads and distributes itself 
throughout the whole train. 

The entrepreneur retains the shock for a while and then begins 
to transmit it. If he makes a loss he ot once rediK'es first of all 
the number of labourers under him and then does reduce his 
demand for capital and land and last of all he has got to encroach 
even upon the salary of the manager. The newly conceived agent 
will fare similarly, because under such circumstances the entre-* 
preneur will not be demanding the services of the conceiver. 
Being thus dispensed with, the supply of labour, capital, land and 
organisation, other things remaining the same, does increase and 
therefore their pri(‘es go down and they share the shock of the 
negative surplus. 

On the other hand, when an entrepreneur makes a positive 
surj)lus, i.e., a net profit he is tempted to make still greater profit 
which under normal and fair conditions he can only by increasing 
his scale of business. He does therefore increase his demand for 
capital, land, labour and organisation. Other things remaining 
the same, the rate of wages of each of these therefore is raised 
F. 15 
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and thus they get a share of the shock of profit. Retaining the 
analogy of either side of the buffer. . . . 

We can say that the entrepreneur on one side has the agents 
of production to benefit or harm and, on the other, the consunaers 
in general and as all are in some way or other competing groups 
all do receive sooner or later a part of the shock. 

Under question (vi) we have to remember that because an 
entrepreneur gets a surplus he does not call back any agent of 
production and pay him a part of the surplus. Yet it is certain 
that he cannot very long retain with him the surplus and if he 
does so unnecessarily long, he fails in his enterprise. 

Tho theory of exchange does no doubt help us a deal in determin- 
ing the share of each individual agent or contributor to the surplus. 
It is here that the marginal productivity theory does come to our 
rescue. MarshalPs explanation of this theory and his example of 
the shepherd are justifiably classical and deserve all careful study 
at our hands. This theory is a stumbling block to many a student 
and yet nobody can hope to do full justice to the theory of distri- 
bution without the marginal productivity theory. 

Everybody being entitled to a part of the National Dividend 
is sure to feel the effects of fair and unfair distribution and also 
of an absence of distribution. If everybody gets just what he 
deserves he is encouraged and works enthusiastically and the 
society gains because thereby the total stock of wealth produced 
in a nation in the course of say a year does increase much. If 
anybody does not get what he deserves or qthers get more than 
they should, then there is dicontent and society suffers. 

In the absence of distribution the whole society is io become 
extinct (ix)^ it must be admitted that this is a very knotty problem 
and there is a difference of opinion on the question of State inter- 
ference in matters of regulating wages, prices, etc., not to speak 
of the distribution of the surplus. It is, however, worth our 
while to broach a discussion on this point and study it carefully 
and in detail all its sides and come to a scientific decision 
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and communicate the same to the Government and the 
public. 

I feel however tempted to say by way of a hint that in my 
opinion taxes, customs and excise duties are the things throug^h 
which the Government regulates and gets a part of the surplus. 
Above all it must be admitted that the growing prosperity of a 
nation, the best asset of a Government, is the part that the 
Government receives of this surjdus. 

By way of a suggestion I must submit that as It is a recognis- 
ed fact that for the prosperity and well-being of the people both 
the Government and the people do exert their utmost, therefore 
it is the bourulen duly both of the Governmeni and the people 
to think over this question openly and s'^ientifically and suggest 
means by which distribution can be made as far as possible be- 
cause nowadays when the whole world is interconnected, unfair 
distribution in any one country is sure to affect the whole world. 
Therefore this (question of a world-wide importance deserves all 
careful consideration at the hands of such an august body as 
the All-India Economic Conference. 



THE MATCH INDUSTRY IN INDIA 

BY 

Raja Sir Daya Kishan Kaul, K.B.E., C.I.E., D.B. 

I am thankful to you for giving me an opportunity of address- 
ing you on a subject which though te(;hnically speaking does 
not come within the purview of the programme of this conference, 
has nevertheless an importance from the point of view of prac- 
tical economics. The subject I have chosen relates to one of 
the indigenous industries of the country. The economic develop- 
ment of a country depends on industries of one type or another, 
and I feel that it would not be out of place to present to this 
conference some matter for reflection, bearing on indigenous en- 
terprise, for I believe, the object of the illustrious economists of 
the country coming together is to facilitate Ihe achievement of 
practical results. The subject which I have selected to address 
you oil is ‘ The Match Industry in India ’ of which I may, with 
all modesty, claim to possess a certain amount of knowledge. I 
am encouraged in dealing with this subjiu;!, by the ref(3rence 
which the worthy President of the Conference made in his Pre- 
sidential address to the Excise on Matches as forming one of the 
possible sources of revenue to improve the finances of Govern- 
ment. 

The efforts to establish indigenous industries of a country 
are bound to be confronted with enormous difficulties when simi- 
lar well-established industries in other countries are pitched 
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against their growth, and the struggle which the native indus- 
trialists have to face in the earh’er stages of every such industry, 
can lead to successful results only if the brains of the country set 
themselves in earnest to the task of devising means of enabling 
the indigenous industries to pass through their infancy without 
being strangled. It is equally necessary that the Government 
of the country, supporting the interests of its people should 
afford ample and effective protection to them during this 
period. 

Protection rer.'ius Free Trade hc»s been a contentious economic 
question for a long iime, but under the exi ding wmdd conditions, 
almost all c('untries are finding it necessary, at times, to adopt 
protective measures in one form (»r anjtbe'^-. Match manufacture 
tliough not such an extensive industry as cotton spinning and 
weaving, or such a valuable asset as the maiuifactnre of steel, 
is nevertheless one which supplies an important daily need of 
every household in the country. 

Until the last decade of the nineteenth century no o-ne in 
India took up the manufacture of matches seriously. Some at- 
tempts were made in that and the following decades, but they 
failed for want of sufficient technical knowledge and experience, 
non-discovery of suitable wood for match manufacture, lack of 
organization and finance, and total absence of any form of pro- 
tection. The first mat<h factory which survived was the Gujrat 
Islam Match Factory founded in Ahmedabad in 1895 under Indian 
management. Up to 1921, nevertheless, it had to face severe 
com])etition from im])orted matches; and in s])ite of its great ad- 
vantage in having very cheap labour and low overhead charges it 
eked out a haiid-to inouth existence. Prior to 1916, the duty on 
imported mat<hes was only 5 per cent ad ralorem. In March 1916 
it was increased to 7^ per cent, and in March 1921 it was fixed at 
12 annas per gross. In March 1922, the duty was again doubled 
and fixed at Rs. 1-8 per gross. This high Tariff, all the same, 
had the effect of stimulating local manufacture and substitution 
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of foreign by local matches as the following figures of imports 
will show : — 


1915-16 

18-3 

million 

grosses 

1921-22 

13-7 

f 9 

9 9 

1922-23 

113 

9 9 

9 9 

1923-24 

112 

9 9 

9 9 

1924-25 

7-2 

99 

99 

1925-26 

7-9 

9 9 

9 9 

1926-27 

61 

9 9 

9 9 

1927-28 

3-5 

9 9 

99 

1928-29 

1-5 

9 9 

99 


There has thus been a rapid and contiimous decline in imports. 
This would have been looked upon as a fairly sound state of affairs, 
if the opportunity of develoi)ment afforded by the Tariff were con- 
fined to Indian capital and Indian enterprise. The Tariff, how- 
ever, was not fixed as a protective measure. The Government of 
India levied it purely for balancing their Budget. The protec- 
tion of the Indian Mubh Industry was not contemplated at that 
stage. 

To enable you to grasp the situation properly, I might men- 
tion that before the imposition of the Revenue Tariff of 1922, 
Sweden was the principal supplier of matches to India. Sweden, 
moreover, had meanwliile reorganized its match trade by forming 
a powerful Kartell which had imposed its will on most of the 
European countries in various ways, and had worked out a pro- 
gramme of world domination in the manufacture of matches. 
With the Revenue Tariff imposed in India on matches, and the 
consequent Indian response to open up factories in the country, 
the Swedish Trust was exposed to the risk of losing their vast in- 
come from India. Taking the pre-Tariff wholesale price in India 
of the Swedish matches as Rs, 3 per gross and the rate of Re. 1 
per gross at which Swedish matches have been landed in India, 
there was a clear profit of Rs. 2 per gross. Assuming the Swedish 
import, at the time, to be two-third of the estimated India con- 
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sumption of 18 million gross annually, the yearly profit to the 
Swedish Trust on 12 million gross could be safely reckoned at 
Ks. 2,40,00,000. This was naturally too tempting a figure for the 
Swedish Trust to forego wHfioiit a hard tussle. 

As a result of this duty of Rs. 1-8 per gross a large slice of the 
importers’ profit went to the Indian Government, and the res- 
ponse of Indian capital to the possibility of development in India, 
threatened the remaining profit of thj Swedish Trust. This was 
clearly foreseen by the Swedish Trust; :;nd they therclore launch- 
ed upon constructing their own factorlefe in India. With the 
facilities at their command, this was done rai)idly. Indian enter- 
prisers on their side visualized the establishment oi a national 
industry which could in time stand a good chance of holding out 
against world competition and making India self-contained as re- 
gards the manufacture of thiu article of dailv consumption; but 
foresaw, as well, the danger of conflict with the Swedish Trust. 
To safeguard their economic position, all Indian manufacturers 
with one voice, asked for protection against the designs of the 
Swedish Trust. The matter was entrusted by Government to the 
Indian Tariff Hoard. The crux of the matter lay in protection 
against the designs of the Swedish Trust which was developing into 
a j)owerful menace, in the country, to the indigenous enterprise 
and to a healthy and , progressive growth of the industry. The 
Indian Tariff Board, however, was presumably precluded, on 
grounds of policy, from discriminating between Indian and Foreign 
Enterprise and interests, and hence the very object of the reference 
was defeated. All measures discriminating between Indian and 
foreign enterprise were scrupulously avoided. The Swedish Trust 
was treated as an Indian manufacturer ; as such, it was the largest 
individual manufacturer; as the largest, it was the most impor- 
tant manufacturer; and as the most important manufacturer, it 
received the greatest amount of consideration. It is true that no 
preferential treatment over Indian enterprise was given to the 
Swedish Trust; but the attitude of the Tariff Board in itself gave 
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the Swedish Trust more than what it required in order to carry 
out its designs. It will thus be seen that although the enquiry 
of the Tarilf Board was initiated mainly to find a solution of the 
predicament in which the Indian enterprise found itself, the re- 
commendations of the Tariff Board resulted in helping the very 
interests against which help was in reality sought. 

I hiive given you in an abstract form : — 

1. The cause of impetus to the development of the Match 

industry in India. 

2. The response of Indian enterjirise in the hope of estab- 

lishing a naiional industry. 

8. The danger which Indian enterprise f()resa%\* in the way 

of the attainment of iis aim. 

4. The demand of Indian enterprise for protection against 

the danger of the all-swallowing activities of Swedish 
Trust. 

5. The manner in which the danger instead of deru'easing 

has increased. 

A closer study of the question would retiuire an examination 
of the Indian Tarifi Boaid's Repori — its arguments and proposals. 
These are pul)lished and can speak for themselves. Th(‘ Tariff 
Board was apf)arently fettered by other considerations than the 
economic interests of the countiy, and in addressing a representa- 
tive economic body as we have here to-day, my object is to suggest 
for your careful consideration a problem, which I, as one of the 
enterprisers, in the Match industry, have had to face in all its 
bare reality; and which, if scientifically handled by trained minds, 
may be capable of solution in the liest interests of the country. 

The principal (piestions for consideration which suggest them- 
selves to my mind are : — 

1. How far was the Indian demand for protection against 

a foreign Kartell economically sound and desirable.^ 

2, Assuming the demand to be sound, how far was the 

Tariff Board justified in ignoring the demand for 
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protection of Indian inaiinfaeturers against the 
Swedish Trust? 

3. How far is the present situation capable of remedy and 
in what manner? 

Let us take them one by one: — 

No, 1 . — With regard to the soundness of the Indian demand 
for protection against- a foreign Kartell, I have always felt that 
the opportunity wliicb incidentally arc'se by the levy o+‘ the Revenue 
Duty in lb22, should }iav(‘ enabled ^lie indigenous industry to 
establish itself firndy if it had only been helped by protection in 
the initial stages. Many attempts to estal lish match factories in 
India had hitherto met Avith faih.re. 'Che past five years’ work 
lias, however, jiroved that India can ^iuriufacdure matches as ser- 
Auceable as any oilier in the world, at jiracd icall;v the sanu» cost 
in spite of smaller s(‘ale working* and the higher cost of machinery, 
chemi(*als and jiaper. Attdrdcal the remaining advantages, which 
I believe is meiely a (juestion of time, and provided the Indian 
enterprise survives, the country is capalile of providing not only 
all its requirements but also (d developing an important export 
trade in matxhes. If in such faA^ourable circumstances the in- 
digenous industry is not safeguarded against a foreign Kartell, 
the jiossibilities of indigenous enterprise would be doomed for ever 
and the countiy left entirely to foreign exjiloitation. 

In supporting the cause of Indian enteriirise we find the 
following points which are noteworthy: — 

1. The mat{*h industry fulfills aD the four tests laid down 

in para 97 of the Liscal (Commission lleport for an 
industry which should be (Considered deserving of 
protection, in as far as it has: — 

{a) An abundant sui>ply of raw material. 

{h) Che<ap power. 

(c) Sufficient supply of labour. 

{(1) A large home market. 

2. Indian capital and enterprise has not been lacking. 

¥. 16 
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3. Protection of Indian enterprise would increase the 

developnieni in India of manufacture dependent on 
the industry. 

4. Protection of Indian enterprise would be an asset to 

the <*ountry and the Em])ire. 

5. Indian enterprise has not lacked resource in being* able 

to redu(*e costs (‘ompetitively in a short period of 
five years’ working*. 

6. The reduction of selling price from an average of 

Ps. 3 to about Re. 1 per gross in seven years. This, 
on a consumption of 18 million would mean a saving 
to the country of Rs. 3,G(blM),0(M) per annum. 

7. The fact that present average' selling price is below the 

fair UA^erage selling price determined by the Tar iff 
Board, signifies the pitch of competition which 
Indian entori)rise is facing, and unless effective 
measures are taken there is danger that the: element 
responsible for tlu'se advantages to the (*ountry will 
be killed. 

8. The great lengths ot unfair competition to Avhich the 

Swedish Trust is cajiable of going by initiating a 
rates war, encouraged by its 25 per cent dividend 
earned from over 2(M) factories all over the world. 

9. I he fact that the Swedish I'rust has bought and is 

negotiating to buy up the control of Indian enter- 
prise on its own terms under the threat of rates war. 

10. The tac't that the Swedish Trust, has disabled Indian 

manufacturers from obtjiining match machinery 
from the standard makers of repute in Sweden and 
Germany ; and that there is every possibility that 
even spare parts will also cease to be supplied, 

11 . The fact that British Phosphorus Amorphous con- 

sidered to l>e the best for match manufacture, and 
which repi esents the largest cost in chemicals used 
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in safety matches cannot be obtained in India 
except through the Swedish Trust. 

In view of the important factors such as these, I do not 
think there (^an be two views about the aanger of allowing a very 
powerful foreign Kartell t<» carry on its designs unrestricted. It is 
not that tile Indian Tarih' Hoard did not foresee the possibilities of 
this danger. In their own words the position has been summaris- 
ed as follows : — 

Page 88, pai a 148 oj their Eeport : — “ It may l>e estimated 
that the Swedish Maich Co. now controls not less than (ib to 70 per 
cent of the total world ‘s demand.’’ 

Page 88. paui 140: — “ The obiect of the (Vunpau^ is to sec ure 
a ])osition in every possible market of tbe world, which would 
enable it eventually to regulate prices.*’ 

Page 88, para 150: — “ Where circum »^anc 's are favourable 
the (Company obiauis a diiect monopoly from il»e State. In some 
cases ihe monopoly is granted because it is considered to be in 
the economic inieresi of ihe lountry. As an inducement to grani 
coii(a\ssions moneys are advanced sometimes as a direct loan io 
the (lovernnieiit at a low rate of interest or in the shape of dis- 
counting, at a low rate, tbe royalty payable to Government during 
the whole period of the monopoly. Where this is not j)os»sible, and 
especially where the industry is sheltered by a high tariif, the 
Company acipiires in the country, by negotiation, existing factories 
or builds new ones. An attempt is then made to obtain control of 
the industry amicably. If this proves unsuccessful, au intense 
price war is initiated until the local indust ly surrenders.” 

The Taritf Hoard recognizes on page 90, para 153 : 

Jhat the resources of the Swedish Comj)any are sufficient, 
if it so desires, to crush for a time at least all competition from 
Indian firms and capture for itself the whole of the Indian 
market.” 

Considering the full and complete recognition of the danger in 
clearest terms by the Tariff Board and the other factors outlined 
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by me, the Iiidiai;! manufacturers’ case was a very strong one ; and 
nothing* but some type of discriminating* treatment between the 
activities of the Indian manufacturers and the Swedish Trust, would 
have met the requirements of the (*ase. Lt would be seen, there- 
fore, that the demand of tlie Indian enterpriser was not only 
sound and reasonable but was also an ecM)nomic nec’essity. 

2 . — The next point I have to suggest for your considera- 
tion is the economic justification of the Tariif Board in rejecting 
the j)rote(dive proposals of Indian enteiprisers. The piincipal 
proposals aiming at a restriction of the Swedish Trust’s activities 
were : — 

(ii) The imposition of a discriminating excise on the manu- 
factures of the Swedish Trust in India. 

{h) The restriction of the Swedish Trust’s designs in India 
by compelling them to maintain a larger proportion 
of Indian (’ax)ital with a majority of Indian Directors. 
(r) The levy of a high Tariif on foreign Aspen logs so as to 
make their use x^rohibitive and thereby develox) the 
Indian timbers. 

The imposition of an excise on thc» nianiifacl uies cd the Sw'edish 
Combine was turned down x>r»ncix)allv on the score of a policy laid 
down by the Fiscal Commission whic h disax^x^rovccl of discrimi- 
native measures between Indian and feueign capital. No allow- 
ance w^hat soever was made belween the working of a foreign 
capitalist of ordinary strength and thal of a foreign powerful 
world combine. I venture to ihink that the polic*.y of the FiscaJl 
(\)mmissi()ji w^as not ax?X)licable to this c^^ivse. The mincjrity report 
of the Fiscal Commission had however recommended that all con- 
cerns, of which three-fourths of the capital was not Indian shcmld 
be treated as non-Indian. 

The next important suggestion relating to the Swedish Com- 
bine being allowed to continue its activity if it did so under a 
Company with a majority of Indian caiutal share and directorate 
might have been a reasonable compromise. The Tariff Board 
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instead of making* any definite and binding recommendations to 
Government, left the jK)sition vague and loose. They merely 
made a suggestion to the Swedish Match Co. in the following 
words : — 

“ Tlie Swedish Match Co. should take steps at the earliest 
opportuniiy to organize its business in India on the 
basis of an Indian (V)iiipaiiy iiiider the (unitrol ol a local 
direidorate wilb siiuable Iridian r(*presejitaiion on it.” 

The thiid suggestion aimed al an eriban(;einent oi the duty on 
iinported mat<*h wood. 

This proposaT was tiiiiied down on th(' score that India was 
at Ihe time using a fair quantity of imported inaich wood, and 
Iherefore If a high duty were placeU cni it. iiie!*e would be a rush 
for Indian wood. It was alleged that a suliieient (juautity of 
suitable timber would not ]»e readily forthc and consequently 

the](‘ would no< only be a general rise in price hwHd hut also a 
dislocation in Indian manufacture. 

The arguments may a])pear at first sight to be sound; but they 
do not present any insoluble ditticulty. No one disputed ihe fact 
of India possessing inexhaustible (juautities of suitable wood for 
her ow n match rcMjuiiements. The ditliculty was mainly in respe(*t 
of the time it would take to make sufficient and suitable supplies 
available at economic rates. When wo know^ foi* a fact that ^25 
per cent of the Indian manufactnre, whicli began in was 

able to secure sufficient Indiai timber for all its reipiirements 
wuthin a period of tw^) years of the initial attempt, there is no 
reason, in the absence of clear evidence to the contrary, to assume 
that the supply of Indian match timber, Avould not meet a larger 
and growing demand. 

It is clear that if the Indian manufai'turers while using 
foreign machinery, chemic'als and jiaper, also depend on foreign 
wood, they have no chance w'hatsoever of success in competing 
with the Swedish Combine w'ho could land all these articles in 
India with greater economy. Nor can such Indian manufacture 
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ciaiin iUiy right to protection as an inilig(‘nous enterprise of the 
couiitry. 

The proposed measure mifi^ht have led to a eertaiii rise in the 
price of match tiiul>er, hut that ag'ain would have been controlled 
and (diecked by the price of matches, as the Indian-made matches 
could not possibly sell at a hig:h(*r price <hau th(‘ imported ones. 
Prior to the imposition of the heavy Tariff on niat(*.hes, a safety 
match-t)ox was i^urchased by the consumer ai pies G per box ; and 
even with the higher duty the sale price remained the same. The 
loss was borne only by the importers without aifectijig the con- 
sumer and its equivalent went to (jovernment as j’evenue. Tlu‘ 
Indian matches were placed on the nuuket at half the price, i.e., 
pies d a match-box; and the Indian factories could only survive 
if their prices of tinishcd malclies remained below what the im- 
porled ones were (luoied at. If, theretore, the sugg'estion had 
been accepted, tlie ])rice to the consumer would not have mateiially 
altered, while the measure would have meanwhile afforded a great 
imi)etus to the developinent of Indian timbers suitable for match 
manufacture; and in course ol time, the indigenous enterprise 
would have greatly beneiikui by it and stabilized. (Joveriiment 
would also hav(‘ gained coiisidei alily both from iaiilV duly and 
revenues irom sale of match timber ot (xovernment forests. On 
the contrary if for waJit ot this protective measure tlie indigenous 
eiiterjirise once dies out under the jiressure of competition iiifli<*ted 
by the Swedish enterprise, the ('ouiilry would once again be en- 
tirely at the mercy of the Swedish ('o. and there is no knowing to 
what scale they might raise their juices ' eventually. 

The suggestion to tax the imported match wood was moreover 
in conformity with the action taken by (jovernment when, in 
order to combat the devii'es to evade the Makdi Tariff' and to pro- 
tect its revenue, a special duty was levied on imported splints and 
veneer. Devoid as this suggestion was of any discrimination, it 
was apparently the fairevst and soundest suggestion from the Indian 
standpoint, 
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The arc'll men tvS put before the Tariff Board however bore no 
fruit as is evident from their recommendations, liut in view of 
some of the aspects I have attempted to indicate today, 1 trust 
the Board’s recommendations are not the last word on the (pies- 
tion. 

N(f. r'j , — I have allempted so far to picture before your minds 
something* about the past. But the more iinport*)n1 and vital 
(juestion relates to the future. 

In rex>iy to the (piestion of likely remedia l against the designs 
of the Swedish ('Oinj^any’s activities in India detilt with in Apj^en- 
dix A of the Tariff Board Keport, 1 had occasion h) su;.imarize 
the })osition to the Tarifl' Board in the followhig words: 

“ It apj)ears that much coaiusion will arise as a re^ alt of 
the i^resent enquiry if, while coiiside’*ing* tin' Indian claim for 
protection, the Swedish American Trust, which is the real danger, 
is identified in any way as a <daimant for consideration with the 
Indian interest needing protection. If this is done, the whole 
inquiry wdll have hopelessly failed in the aim with which it 
was inaugurated and no amount of ({overiiment monopolies or 
combination of indigenous manufacturers wn'll succeed in averting 
the danger.” 

Subsequent to the recommendations of the Tariff Board the 
Swedish Trust has had tlie field clear. The result has been: — 

1. The Western India Match (A), (only a different, name 

for the Swedish Co.) has been nominally refloated 
as an Indian Public Ltd. ('O. The capital is main- 
ly of the Swedish Comxjany and the (‘ontrol is entirely 
theirs. 

2. The Sw^edish (\), has strengthened its position by ex- 

panding its outi)ut capacity wdth great strides. The 
Company had in 1928 four factories for the Indian 
market. Tlie Company has now, in 1930, eleven 
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factories for the Indian market. In addition to this 
an Indian-owned factory at Bareilly has been taken 
over. 

3. Negotiations have been and are being conducted with 

other Indian factories with a view to control and 
restrict their activity ihroiigh pressure of rates war 
which is in progress. 

4. TJie (Vunpany has controlled the supply of Swedish and 

(terinan match machinery. 

5. A rates war whi<*h was initiated before the Tarih Board 

enquiry, has been gradually doing its work so much 
so that it is becoming imueasingly difticult for Indian 
manufacturers to carry on miudi further. 

Perhaps you would like to have an idea of tlie present price 

war. 

The average fail* selling price determined by (he I'aritf Board 
in was Ks. 1-2-7 ])er gross half size. 4'he future fair selling 

pri(‘e was estimaled at Ks. 1-2-2 per gross. Idiese prices were 
much lower than the Indian manulaclurers’ estimates, being based 
largely on figures given by the Swcilish Company. They were 
estimated with a view to deterinine the stage at whith (jovernment 
should interfere. Taking (he futun* (‘conomi(* selling price to be 
Its. 1-2-2 per gross, if prii-es go below this figure, it is evident 
that a rates war is going on; and a price-cutting competition with 
the Swedish Trust in thio process is as unfair as it is impossible. 
In the Punjab, some brands of the VVestern India Match Co. 
(Swedish (k).), matches are sidd as lou as -15- per gross, while 
in Bombay they are selling at alniut ()-13-(i per gross. The fate of 
Indian manufacturers in the light of these figures can better 
be imagined than described. The mono})olistic tendencies and 
designs of the Swedish Match (k). were feared from the very start. 
A neglect of these has placed the Indian enterprise in the present 
grave predicament. It is obvious that unless immediate and effec- 
tive steps are taken at this stage to counteract the activities of 
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the Swedish Match Co. the Match Industry as an Indian enter- 
prise is doomed to die out. 

The remedy to the present situation is one which rec^uires 
curetul consideration. There are two courses open: — 

1. Half-way measures to meet the situation in the shape 

of a compromise or 

2. A full and frank recognition of the proved monopolistic 

tendencies and designs of the Swedirh Trust and 
radical measures to couni eract its baneful eHects on 
the Indian Industrv 

To meet the situation by a comiiromise, a solution might lie in 
all the more important and economically situated Indian-owned 
factories being merged into the Western India Match Co. (Swedish 
Company's activity in India) and arrangement made to ensure that 
the minimum Indian-owned capital should 0 3 56 per cent with a 
majority of Indian directors. 

A radical remedy would necessarily involve vigorous restric- 
tion being placed on the activity of the Swedish Company in the 
shape of a sufticiently heavy protective duty on imported match 
wood, and a discriminative excise. The exact form of the measure 
to meet the situation from the point of view of varied interests 
could perhaps be best determined by Government in consultation 
with the important Indian manufacturers. Dr. Bannerji has also 
advocated an Excise duty on matches and has considered it neces- 
sary to adopt a cautious policy such as may not imperil the very 
existence of the match factories which it should be the aim of 
the fiscal policy of Government to protect. What is therefore 
necessary is to discriminate between factories owned and controlled 
by a Foreign Kartell such as the Swedish American Combine with 
unlimited foreign capital and immense resources and experience, 
and the purely Indian factories whose growth is being jeopardised 
by the pressure brought to bear upon them by their most powerful 
rival. The Indian fiscal policy alone can save these indigenous 
factories which are the country's asset. 

P. 17 
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To ensure that the Indian enterprisers are guided on economic 
and sound lines in their consideration of the question of an all- 
India importance, I have taken this opportunity of comiriendino* 
the subject to the consideration of this All-India Conference, 
Every province has its own peculiar difficulties at this time, and 
is in considerable need of sound advice. I trust that the member^ 
of the conference will, in their respective spheres, readily furnish 
the necessary advice. In your joint endeavours will lie th(» sal- 
vation of this Indian Industry, the very existence of which other- 
wise is seriously threatened. 

I have explained to you the difficulties of one indig'enoiis in- 
dustry. Many other similar industries are yet in their infancy 
and need the fostering? care and attention of the economic brains 
of the country. To the princijde enunciated by the worthy Pre- 
sident of this Conference, viz., that all taxation should be for the 
8’ood of the people of the country, 1 would only add that in the 
case of all infant indigenous industries any measures adopted for 
providing additional revenue to Government should be such as 
w^ould lead to their protection and development, as is being done 
most vigorously by America and other countries, and not to their 
extinction. 
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Rao Sahib Kesari Singh Puncholy, BA., LX.B., 
Guardian to the Minor Raja Sahib of Nagod 

A casual reference to the prospectus of (he Ag*ra University 
for the year 1930 brought an insertion to notice wherein candi- 
dates for M.A. examination in Economics are required io study 
XUospectuses of Indian Universities and Intermediate Boards in 
order to have knowledge of the scope and nif^thod of Econo''nic8 and 
tile teaching of Economics. 

This roused Interest in finding out the prescribed courses in 
Economics of Universities in India and make comparisons. The 
M.A. course only was selected to keep the investigation within 
limits. The test whereby to judge ^he merits of the course pre- 
scribed by different Universities presented a difficulty in arriving at. 
Of course a careful reading of a certain number of books whether 
prescribed or recommended for reading is a necessity which is hard- 
ly ignored by any University. Therefore the books recommended 
or i>rescribed for reading did not lead to any sure test of the 
merits of the course prescribed or recommended. The point 
whether the students are encouraged to think for themselves ap- 
])eared to stand on better footing. More so the point whether they 
are required to make investigations and inferences therefrom. It 
can be said that thinking and making investigations are two differ- 
ent stnges in the one and indivisible process of understanding eco- 
nomic* problems and making endeavours to find solutions thereof 
in which reading of books is only a spade work. Taking this then 
as the touchstone it can be said that the inclinations of Univer- 
sities are open to criticism to a certain extent. 
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If an examination be made of the courses of Universities it 
would be convenient to take them in an alphabetical order with 
reference to the location of the Universities. Naturally Agra falls 
first. 


AGRA 

The examination is held in eight papers by two compartments. 
The papers are as follows: — 

I. (a) Principles of Economics. 

(h) History of E(‘oiioniic thought including the history of 
socialism. 

II. (a) Economic development and ])reseiit economic condition 
of India and England. 

(b) Industrial and commercial organisation. 

(c) Scope and method of Economics and the teaching of 

Economics. 

(J) Financial organisation. 

(c) The state and erononiic welfare. 

(/) Labour problems and social welfaie. 

(//) Rural and Municipal Economics. 

(h) Theory and practice of statistics. 

(;') Mathematical Economics. 

(,;) Co-operation. 

(Ji) Accountancy. 

(l) Transport. 

(m) Economic and Commercial Geography. 

Out of the eigFt papers one paper is reserved for essay writ- 
ing, the remaining seven papers are to be chosen in a certain way 
from the headings given above and for each paper a certain number 
of books have been recommended the names of which it does not 
appear expedient to reproduce here for fear of the article assum- 
ing unproportionately long dimension. 
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From a perusal of these heading's it becomes obvious that most- 
ly the University requires much reading, less thinking and still 
less investigation. In Paper II (rj besides reading of a few ele- 
mentary text-books comparisons have been recommended to be 
made. It is also necessary to have knowledge of certain articles 
in Economic Journals and of the reports of the Allahabad Con- 
ference of Teac^hers of Economics. Prospectuses of Indian Uni- 
versities and Intermediate Boards are also required to be gone 
into. This no doubt means a small departure fteiii the routine of 
mere reading. Herein one has to think and do so^uething beyond 
mere reading. 

Paper IT (j) deals with a subiect oT intense practical impor- 
1an(‘e but no l)ooks have been recoiu in ended. The prospectus [or 
1030 to which reference has been made in order to write this article 
has an insertion that no books have b#»cn i :?om nended yet. No 
critieism can be fair without a knowledge of what actually the 
University has afterwards oeen pleased to recommend but looking 
to the general trend of recommendations it can be said that if the 
University requires its candidates after they have read ceriain 
books on Co-operation to examine the actual workings of certain 
co-operatiA^e societies or a co-operative bank it would be excep- 
tional. 


ALIGABH 

This University like Agra sets eight papers. 

T. Advanced Economic Theory. 

II. do. do. do. 

HI. Currency and Banking. 

IV. Public Finance. 

V. Rural Economics. 

VT. do. do. 

YIT. Recent Economic Histery. 

VIII. Essay. 
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Hooks have been recommended and candidates are required 
to go into certain subjects with special reference to India. The 
University has shown a keener interest in advanced economic 
theory and rural economics. Certain reports have been recom- 
mended for reading but it can be said with due respect to ihe 
authorities of the Aligarh TJniversity tliat in ihe course prescribed 
they have kept no room for the exercise of thinking faculties and 
much less for investigation of any kind. 

ALLAHABAD 

This TJniversity holds two examinations and altogether sets 
eight papers. It is also necessary io present and pass in one essay 
apxiroved by the head of the economics dei)artment and prescribed 
during the year. The essay becomes the property of the Univer- 
sity, The subjects for the Previous Examination are as follo-ws : — 

I. Econoiiu(‘ development of England and India with 
special reference to the peidod after 1760. 

II. Industrial and commercial organization. 

III. Financial organization. 

IV. The slate and economic welfare. 

As ag’ainst this, eleven ditfereJit subjects have been nuMilioned 
from which selection can be made for the final examination. Any 
three subjects together with advanced ec^onoiriic theory and essay 
constitute the subject-matter for this examination. The eleven 
subjects are as follows: — 

(1) Advanced economic theory. 

( 2 ) History of economic thought imdudijig so(dal and com- 

mercial theory. 

(3) LalK)ur problem and social welfare. 

(4) Rural and Municipal Economics. 

(5) Theory and practice of statistics. 

(6) Accountancy. 

(7) Mathematical Economics. 
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(8) Teaching* of Economics. 

(9) Transport. 

(10) Economic and commercial geography. 

(11) Special subject for derailed study such as co-operatioii^ 

famine, trade-cycles, to be announced each year. 

Books are- recomnuuidod lor each i^apei and in certain respects 
the Allahabad University proceeds on the same lines as Agra or 
vice ver.H(f, The remarks therefore udibdi have been made for the 
Agra University can be deemed equrdl^ applicable to Allahabad 
with this diherence that si»e(*ial stiess is laid in Allahabad on Ihe 
preparation of the essay. 

BEN ABES 

This University like its sister mentioned above holds two 
examinations in eight papers, one bemg f an essay. The re- 
in ainijig seven i)a])ers are as follows : — 

1. Principles of Economics. 

II, Money, Banking and Exchanges. 

III. Principles and Administration of Public Finance. 

IV. Rural Economics. 

V. History of Economic Doctrines with special reference 
lo the contribution of one noted economist recom- 
mended for each year. 

VI. Modern Economic History of England and India. 

VII. Problems of Industrial Organisation. 

It would be seen that with the exception of Paper VII, all 
other papers mostly require extensive perusal of the books recom- 
mended. Even in preparing for Paper VII, there is not much 
which will inculcate right methods of thinking in Economics. It 
is not too much io hold that the younger University could have 
put in a different sort of life in the study of Economics. With 
due respect to the University authorities it may be said that mere 
reading of books will produce men who will know much but will 
accomplish very little. 
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BOMBAY 

This University stands on a very different footing. The 
gate- way of light from the w^est, the centre of an important indus- 
try and general trade it refuses to recognise the importance of the 
study of Economics to the same extent as other Universities in 
India do. It does not permit a separate examination to be held 
for the degree of Master of Arts in E<*onoinics. Why it is so one 
may wonder. It only permits economics to occupy a very sub- 
ordinate position under the heading of ‘‘ History.’’ The exami- 
nation of History takes place in eight papers and candidates may 
at their option submit to a written examination of eight i)apers 
in any two of four groups given or they may offer a thesis on a 
subject dealt with in any of these groups in lieu of the whole of 
the Avritten examination. Group (r) of these groups deals with: — 

(1) Economic History. 

(2) Advanced Economic Theory. 

(3) Indian Economics. 

(4) An essay oji Economics. 

It may be said that there is some encouragement to original 
work and as far as this muc h is concerned the University has its ow’^n 
merits. But it is respectfully submitted that there is lack of re- 
cognition of tin? place which Economics deserves to bo given in the 
list of subjects for M.A. examination. 

CALCUTTA 

This University also shows a tendency to give a subordinate 
idace to Economics. It sets eight papers in Political Economy 
and Political Philosophy, four papers being common to both, which 
are : 

I & II. General Economics. 

III. General Princi])les of Politi(*al Philosophy. 

IV. Public Administration. 
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Then bifurcation takes place into two groups. Group I deals 
with Economics and Group 11 with Philosophy. In Group I, the 
first paper (which is Paper V) deals with General History of Eco- 
nomics and the second and the third (i.e., Papers VI and VTI) 
deal with five sub-groups which are as follows ; — 

(t) The history, theory and present system of banking and 
currency. 

(ii) History, theory and present organization of international 
trade. 

(lii) The theory and practice of statiotics including demo- 
graphy. 

(tv) Elements of statistics and the mathematical treatment 
of economic theory. 

The eighth paper is on an essay and the candidate is required 
to chooso his topic from the subjects given which are as follows: — 

(i) Eamines, (ii) Co-operation, (lii) Railway, (iv) Indus- 
trial organisation, (v) Currency problem, (vi) Land 
system, (oil) Forms of Government, (viii) Statistical 
studies, (ia;) Village communities, (.x) Labour prob- 
lems, (xi) Foreign trade and exchanges, (xii) Tarilf 
problems. 

The essay must treat the topic with special reference to Indian 
conditions. 

It will be seen that this University deems it essential that a 
candidate for degree in Economics should take as one of his papers 
general principles of Political Philosophy. There is no doubt 
that this University does not deal with Economics as summarily 
as Bombay but technically speaking it is now time that Economics 
is given the place it deserves. 

Applying the test given above it would be seen that this 
University requires its candidates to do little beyond mere 
reading. 

F. 18 
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DACCA 

The examination is held by two compartments and in eight 
papers. The preliminary examination is held in three papers 
only: (?) Principles of Economics (omitting theories of money, 
banking, international trade and foreign exchange), {U) Modern 
Economic History of England and India, (in) Currency, banking 
and international trade. 

There are five papers for the final examination one of which is 
for an essay with special reference to problems of current eco- 
nomic and political interest. The remaining four papers are as 
follows : — 

(1) Economic Theory and History of Economics. 

(2) Political thoTight from Kousseau to the present day. 

(8) & (4) Either on (a) history, theory and present system 

of cunency and banking, or on (h) history, theory 
and present organisation of international trade. 

This young University appears to have caught the infection 
from its elder sister in ( Calcutta in including a paper on Political 
thought in the examination in Economics. Moreover it does not 
give a sufficiently wide range for the students to choose from. It 
lays special stress on currenc 3 ^ banking and international trade. 
It follows the system of majority of Universities in India in show- 
ing lack of prescribing subjects which require thinking to be 
done by candidates. , 


DELHI 

This University differs from some other Universities round 
about in one important respect. It sets only six papers (while 
others do eight) which are as follows: — 

I. On theory of production, value and distribution in- 
cluding history of Economic thought on the subject. 
II. On theory of international trade, tariff history and 
tariff problem with special reference to India. 
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III. On prices, currency, banking and exchange with 

special reference to India. 

IV. On Public Finance, with special reference to India. 

V. On Economic History. 

VI. Consists of (o) an essay, and (h) a paper on any one of 
the following: — 

(i) India’s rural economy, (n) Indian industrial 
problems, (///) Indirm railway problems, 
(/c) Co-opcratioii in T^dia. 

It would be seen that part (h) of Paper VI requires some work 
to be done by a candidate. He \s eiipected io gather materials 
from a number of liooks, then use d scnni nation and make ad- 
juvstments. This is no doubt a work which requires something 
to be done beyond mere reading. 

HYDERABAD 

This University does not appear to hold any examination in 
Economics. 


LAHORE 

This University holds the examination in six papers only. It 
appears that its younger neighbour (the Delhi University) has 
taken it as a model and limited itself to six papers as distinguished 
from eight which are general in Northern Indian Universities. 
Of these six papers one is on Political Scienct' and one is on an 
essay and thesis on a prescribed subject connected with Indian 
Economic conditions, special value in the thesis to be attached to 
the actual local investigation done by the candidate. The thesis 
is expected to be written during the candidate’s period of study 
and presented to the University with his application to appear at 
the examination. The size of the thesis excluding appendices is 
not expected to exceed 50 type- written pages (double space). 
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The following subjects are prescribed for thesis: — 

(1) The Economic effects of the Punjab canal colonies. 

(2) An enquiry into at least three of the following topics in 

any village selected by the candidate. For the 
method of treatment the candidate should refer to 
the questionnaire for Economic; enquiries published 
by the Board of Economic Enquiry, Punjab (llural 
Section) to the chapter of which the figures refer: — 
{iv) Holdings, {v) Effects of tenancy, {vi) Land re- 
venue and taccavi^ (vii) Indebtedness, (viii) Yields, 
(xiv) Bents, (,xvi) Consumption. 

(3) An Economic survey into the conditions of the employ- 

ment of any important class of artisans in any city 
in the Punjab. 

The remaining four papers are as follows: — 

(1) General theory. 

(2) International Trade, Currency, Banking and Public 

Finance. 

(3) Indian Economics. 

(4) Economic Hisioiy, 

Paper (3) deserves special consideration. The prospectus be- 
side recommending a number of books and reports for consultation 
prescribes the syllabus which deserves reproduction here and which 
is as follows: — 

(1) The background of the industrial and economic history 

of India with special reference to the last 50 years. 

(2) Problems of Indian Economics. 

(1) The Agricultural sUuatUm , — Systems of land-ownership, 
tenantry problems, subdivision of farming land, joint ownership 
and intermixed holdings. New methods, machinery, farm ani- 
mals, manures, agricultural education. Indebte<lness and market- 
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ing of produce. Irrigation : Well-caiial-reservoir. Fanners* 
associations. 

(2) The Industrial situation. — Present state of land and cottage 
industries, future of such industries. Machine industry, the 
foreign capitalist, the Indian capitalist, types of machine industry — 
the cotton, jute and leather industries. Wages and conditions of 
labour. Lines of development. Comparison with Japan and 
China. 

(8) The Currrncij and Banknu; situation — History of money 
in India evspecially since l<S8r>. 100 sdver problem — Herschell 

and Fowler Coni mil tees, the Chambei lain PepoT t, War (hirrency, 
present situation. Comparison with Pliib])])ines, China and Japan. 

Banhing. — Indigenous methods, the hoordi, the shroiV and 
Mahajaii — banking casi(‘s. European banking in India. Presi- 
dency l)anks, joint stock and (.xch«mge banks. The present situa- 
tion, the desirability of a Central State or federal system of banks, 
Agricultural and Co-operaiive banks. 

(4) The Trade, JiaHtray atul Tariff sitnaiion — Historical re- 
sume — Growth of trade since 1870, clr isification and direction of 
trade. Railways : Histori(ial resume — State-guaranteed and Com- 
pany lines; Railway policy; Railways and trade. Tariff: Histori- 
cal resume — Imperial preference, protection, relation of tariff to 
industries. 

(5) Co-operative problems, — Remedies for the decay of village 
unity and vigour. A brief study of social organisation in the 
older village. Forces of disintegration. Chief features of co- 
operation in India. Comparison with European experience. The 
future of the village. 

(6) Indian Finance. — Chief features of Revenue and expen- 
diture. Provincial finance, local taxation. Financial questions 
arising in connection with Famines. 

(7) Course of prices and, wages in India; and causes of move- 
ments in them. — It would be seen that this University has two 
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specialities. The one is that while some other Universities desire 
candidates to read certain subjects with special reference to India, 
this University collects the consideration of Indian Economic 
problems in one paper. It is unique to give special treatment to 
questions having a bearing on India but it has respectfully to be 
pointed out that perhaps too much has been required to be done 
within the scope of a single paper. Not only is the background of 
the Industrial and Economic History of India required to be known 
but pointed attention has been directed to the Agricultural, the 
iTidustrial, the Currency and Hanking, the Trade Railway and 
Tariff situations, Co-operaiive problems. Finances and course of 
prices and wages. If a candidate is to deal with the subjects with 
the thoroughness which they deserve the paper would become so 
swelled that it (^an very well be called crowded. 

The other point is the thesis of whi(‘h mention has been made 
above. As far as known IjJihore is the only University that re- 
quires actual local investigations to l>e made by the candidate, wdth 
the thoroughness which they deserve. 

LUCKNOW 

This University holds examination in two parts. In the first 
part there are three papers as follows: — 

(/') A comparative stiuiy of Economic, theories and insti- 
tutions (Social and Rural). 

(//) Principles of Sociology. 

This consists of two halves, the second half being “ Social 
Ethics.’’ 

(lii) Any one of the following subjects: — 

{a) (Hirrcncy and Ranking. 

(b) Public E(;onomics. 

(c) International trade (including emigration). 

(d) Statistics and Mathematical Economics. 
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(e) Labour and industrial betterment. 

(/) Social Economics. 

{g) Social anthropology. 

In part two there are three papers as shown below in groups, 
the subjects marked with an asterisk may be offered as a subject tor 
thesis. 

(a) (1) Population and Immigration in India. 

(2) The Industrial development o^ India. 

(3) Indian labour problems. 

{h) (l)’^ Indian consumption. 

(2) The Agricultural laboui in India. 

(3) Famines. 

(c) (1) Indian Agricultural Economicft. 

(2) Indian land tenures and agrarian legislation. 

(3) * The co-operative movement in India. 

(d) (1) Agricultural customs .vud usages in their ethic 

aspects. 

(2) # system of socio-economic hierarchy in rural 

India, 

(3) Ctistomary rights in village communities. 

{e) (I)* Indian trade and craft guilds. 

(2) Indian home and cottage industries. 

(3) Indigenous Indian banking. 

(/) (I) An Indian mill industry. 

(2) Indian mining. 

(3) * Factory management in India. 

{g) (1) Special problems of Indian industrialism. 

(2) Occupational disease and mortality. 
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(8)* The sociology of a typical Indian mill town or rail* 
way city. 

(//) (1) Indian joint stock enteiprise. 

(2) Industrial capital and finance in India. 

(8)*Lines of Indian industrial advance. 

(/) (1) Indian Eailway Economics. 

(2) Water transport and irrigation. 

(8)* The organization of rural trade and transport in 
India. 

(j) (1)* Indian finance and taxation. 

(2) Indian public loans. 

(8) Indian currency and banking. 

(/»') (1) India’s foreign trade in the last two decades. 

(2) India’s fiscal problems and policies. 

(8)* Indian inland trade. 

It is open to a cajulidato to otTer a thesis in lieu ot a paper. 

This University shows inclination 1o wards sociology in the 
same way as Jiuhoro and Calculta Univtusities show towards i*oli- 
tical Science and Thought. Moreover it is unique in ofiering groups 
for the second paper and giving its candidates option to present a 
thesis in place ot a paper. In these groups the University makes 
an effort to inculcate a tendency towards investigation and requires 
its candidates to familiarise themselves thcnoughly with some topics 
of Economic importance in India. 

MADRAS 

This University divides the subject of Economics into three 
parts ; — 

(i) Economics, General 1. 

(ii) do. do. II. 

(in) do. Special. 



WHITHERWARD HO? 


527 


Economics, General I, includes the scope and method of Eco- 
nomics, the theory of value, production, distribution and consump- 
tion. 

Economics, General II, includes banking and currency, inter- 
nationa;! trade, public finance, business and labour organization 
and other questions of applied economics. 

Economics, special, gives an option of any two subjects out of 
the following subjects: — 

(1) Recent Economic History. 

(2) Banking and Currency. 

(3) Iiabour problems. 

(4) Indian land tenures. 

(5) Rural Economics. 

(()) Public finance. 

(<) International traae. 

Books have been recommended for each of these subjects and 
it is not clear from the literature supplied by the University to 
me whether an essay is required by the University to be prepared 
and whether the examination is held in compartments. In any 
case it is q\iite clear that there is not much scope in the course 
prescribed for the exercise of thinking faculties and for making 
investigations. 


MYSORE 

This University treats History, Economics and Political Sci- 
ence under one heading and prescribes course for study as follows : — 

I. General — Three to be selected from the following : — 

(a) History of India to 1500 or History of Europe, Media?val. 
(5) History of India from 1500, or History of Europe, 
Modern. 

(c) Political Science. 

F. X9 
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{d) Economics. 

(c) Statistics. 

(/) Recent Economic History (after 1800) of England and 
Europe. 

{g) Recent Economic History (TJ.S.A., Japan and India). 
{h) Indian Epigraphy. 

Note . — This paper shall be compulsory for those who offer 
History of India up to 1500 A.D. 

(/) Mathematical analysis comprising course in advanced 
Calculus and differential Equations. 

II. Special — Four to be selected from the following: — 


(a) Indian History 

A prescribed subject 

or period, 

(Ij) Indian History 

do 

do 

(c) European His- 

tory (mediaeval) 

do 

do 

(d) European History 

(modern) 

do 

do 

(e) Political Science ... 

A prescribed subject. 


(/) do do 

do do 


(g) Economics 

do do 


(/i) do 

do do 


(t) do 

do do 


O') do 

do do 



(/') Numismatics. 

(1) Ethnology. 

(m) History of China and Japan. 

{n) European Colonial History and Administration. 

(o) Local Government and Finance. 

(p) History of Kannada Language and Literature, or of 

any other selected language. 

(g) Mathematical Economics. 

(r) An intensive statistical enquiry. 
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III. Each candidate shall also be required to write an essay 
on a subject to be selected from a group of alternatives. Special 
subject for the M.A. degree examinations of 1929, 1930 and 1931 
in History, Economics and Political Science. 

{i) History — 

{a) Indian History. 

(h) European History. 

(li) Economics — 

(1) International trade with special reference to India. 

(2) Public Finance ,, ,, ,, 

(3) Rural Economics ,, ,, ,, ,, 

(4) The Co-operative Movement ,, ,, ,, 

{Hi) Political Science. 

It would be seen that Economics has been given a duo place 
but very little can be said as to what work the candidates are re- 
quired to do beyond mere reading. 

NAGPUR 

This University holds the examination in nine papers by 
two compartments. The Previous Examination is held in four 
papers as follows: — 

(1) Scope and method of Economics. Consumption, ])r()- 

duction and exchange (excluding mechanism of ex- 
change, i.e., money, etc.). 

(2) Distribution, History of Economic doctrines. 

(3) Money, banking, international trade, foreign exchange. 

(4) Economic History of India and England from 1760, 

Economic History of Germany from 1871, 
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For the Final Examination a candidate must take (1), (5), (6), 
and any two of Papers (2), (3), and (4). The subjects of the papers 
are as follows : — 

(1) Bural Economics of India, with special reference to 

Central Provinces and Berar. 

(2) (fl) Industrial organization, (h) Monopoly and trust 

problems. 

(3) (a) Eailway Economics and Transportation, (h) Public 

finance. 

(4) (a) Population, (h) I/abour problems and Trade Union. 

(c) Urban co-operation and profit-sharing. 

(5) Essay on a detailed account of a practical Economic in- 

vestigation undertaken by a student. 

(6) Viva voce examination. 

It is clear that this University lays great stress in having 
more explanation papers than other Universities but it is to be 
noticed that viva voce examination also forms the subject-matt-er 
of a paper. Special attention is invited to the option given as an 
alternative for an essay and it is a detailed account of a practical 
investigation undertaken by a student. 


PATNA 

This University holds the examination in eight papers of 4 
hours each. The papers are distributed as follows: — 

I. General Economics, three papers: 

(1) A paper on advanced economic theory, including the 

theory of international trade. 

(2) A paper on modern industrial and business organization 

including banking and the methods of settling inter- 
national indebtedness and upon the theory and func- 
tions of money. 
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Note, — ^In connection with Papers I and II candidates are ex- 
pected to show a knowledge of the history of the more 
important economic theories. 

(3) A paper on one of the following subjects : — 

(a) Economic History. 

{h) Tho Principles of Taxation and Public Finance, 
(c) The organization of international trade and a com- 
parative study of tariff policy. 

(r/) The theory and practice of statistics. 

IT. Political Science, two papers : 

(1) A paper on the history of politit-al ideas studied with 

reference to selected original authorities. 

(2) A paper on the history and present organization of 

Government in Great Brtain ard British India. 

III. Selected Economic Problems, two papers. 

Gne paper on each of an> two of the fo^llowing subjects studied 
with reference to Indian conditions and first-hand materials: — 
(a) Indian Economic History from 1757 A.D. 

(h) Public Finance. 

(c) Economic aspects of Indian agriculture, with special 

reference to Bihar. 

(d) Ti‘an sport at ion. 

(c) Co-operation. 

(/) Indian banking and currency. 

Note. — A knowledge of tho economic functions of the state 
relative to the particular problems studied will be 
required of candidates. 

IV. Essay, one paper. 

Note. — All candidates for the M.A. degree will be expected 
to possess a knowledge of the Economic history of 
England and India such as is required of B. A. 
Honours candidates. 
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This University puts aside two papers for Political Science 
but at the same time requires study of economic problems also. 
It requires the economic aspects of Indian agriculture to be studied 
with special reference to Bihar which is to its credit. 

Note , — The Waltair University does not hold an examination 
in M.A. and the Annamalai University could not 
furnish me with necessary literature in time. 

It would be seen that the subject of Economics meets with 
different degrees of appreciation in different Universities of India. 
Some give it a place in the subjects for M.A. examination while 
others (iornbine it with other subjects. Some hold the exa- 
mination in six papers, others do it in eight while one University 
sets nine papers. Some allow essay to form one of the subjects 
for a paper while there is one University which requires the essay 
to be a thing entirely separate from the eight papers in which the 
examination is held. Mostly the papers are of 3 hours* duration 
while there is one University which requires the paper to be of 
4 hours each. Some require thesis to be written but the majority 
do not appear to care for any work of practical investigation to 
be done by the candidates. On the whole though it is understood 
that all Universities need not work on the same and uniform lines, 
it is clear that very little scope is given for the exercise of the 
thinking faculties and practical work. Really so much reading 
work is required to be done by the majority of Universities that it 
is liopeless to expect that thinking and investigating habits would 
be encouraged. 

It would not be out of place here to mention that there used 
to be at one time a feeling in the student community that it was 
comparatively easy to pass the examination in Economics and so 
most of them took up that subject not because they thought it to 
be useful but because they thought that success in examination 
was easier. It is permissible to think that perhaps some Univer- 
sities have lengthened their courses to counteract such a tendency, 
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If this is correct, perhaps the right step has not been taken. The 
real question is, are the Indian tJriversities training youngmen in 
Economics on right lines? Are the Universities prescribing 
courses which would prepare Economists who would be valuable as 
such after the examination is passed? Or in other words, would 
such Economists count in practical work in the after-life? 

Economists are not meant for theorising only. They have to 
make observations, draw inferences and frame generalization*^. 
With what object? To understand the present in the light of the 
past so as to suggest a coarse of oc»>noinic uplift for the future. 
There may be a few noted exceptions here and there but is the gene- 
ral run of students compel ent to help the progress of Economic 
Science or underlake the solution of Ecfiiom’c problems? Perhaps 
not. Why? Because they have been taught the principles but 
not their applications. 

Doctors read books and work in hospitals EngintMUs read 
books and do a good deal of jiraetical work before they get the 
degree. But Ihe economists in India only read the books and 
get the degree and with what result? They fail in after-life to 
examine the situations and surroundings, to study geographical 
peculiaiities and to obtain knowledge of the people, their habits 
and prejudices, their trades and industry, their financial capa- 
bilities and their relation with the outside world. If the Indian 
economists are to play their game well and if they are to make 
efforts to make their land a better place for themselves and their 
brothers to live in they should have thorough training in the 
art of interpreting economic phenomena and of the application 
of economic laws to the economic problems. Economics is a sub- 
ject of intense practical importance and the acquisition of mere 
superficial knowledge by book reading can hardly be satisfactory. 
The knowledge gained by reading books is by no means to be neg- 
lected. But it is the application of the knowledge gained to 
the stem realities of life which tells and it is here that the train- 
ing given by the majority of the Universities to students of Eco- 
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nomios fails. The gap is very big but if it is desired that a day 
should come when Indian economists should be able to grapple with 
economic problems of this country so as to deal with them scienti- 
fically and lead to results, they should be thoroughly equipped for 
their work. 

The position of economists in India at present cannot be any 
but poor. The causes for such a state of affairs appear to be im- 
bedded in the sort of education that is prevalent. The students 
read and read, hardly ever think or make observation or are 
hardly ever asked to think or observe. What a poor equipment 
for the huge task before themP 

It is therefore submitted that it is now high time to thrash 
out the whole question of education in Economics. Reading no 
doubt is the basis of all knowledge but the students^ mental pro- 
portion should not stop there. Reading should lead to thinking 
and that should lead to actual investigation of economic facts. 
Without such a training economists worth the name would be 
counted on fingers only. 
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ADDEESS OF WELCOME 


BY 

A.C. WooLNER, Esqr., C.I.E., F.A.SJ3., M.A., 

The Chairman of the Reception Committee 

Yice-C han'-el lor, Pu/ojab U ni versity 

Mr. A. C. Woollier, weleoiiiin*^ the Delegates, said that he 
did not propose to make a long speeeii. One reason for this was 
tlxe presence of II is Excellency, the Da iron. EverylK)dy present 
was very glad that Ills Excellency had heeii able and had been 
willing to atlend this (k)nfei’ence af^er the dreadful affair that 
had taken pliu^e in ihat Hall only a few days ago. His Excellen- 
cy was much better qualified to speak on Kcjonomics, both by 
reason of his own special interest in the subject, and because of his 
experience as an administrator. Pe^diaps a linguist might be 
permitted to recall the fact that Economics meant originally the 
management of a household and was then extended to the ad- 
ministration of the State. It might fairly be claimed, indeed, 
that some of the administrators in the Punjab had made valuable 
contributions to Economics; he was alluding to the work of Mr. 
Calvert and Mr. Malcolm Darling. 

The second reason given for brevity was the speaker’s own 
ignorance of the subject. He feared that he might approach 
their problems from the wrong angle. For instance, with regard 
to such a question as the ratio of gold to silver, he would be apt 
to look at it from the point of view of an Archieologist. It was 
indeed a continual matter of surprise to him that these two not 
very usefiil metals continued to be held in such high estimation. 
To an archieologist it appeared to be the long survival of an an- 
cient superstition. In ancient times, of course, the matter was 
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quit^ simple. Gold was valuable as being a life-giving metal and 
this quality it owed to the fact that it was obviously the solidi- 
fied juice of the Sun, silver being similarly the solid juice of the 
Moon. Consequently the relative value of the two metals depend- 
ed upon the relative dignity of the Sun and the Moon. This per- 
haps was the reason why the use of silver was so universal in hot 
countries where people preferred the rays of the Moon and gold 
standards were evolved in colder countries where preference was 
given to the Sun. 

The Vice-Chancellor apologised for his ignorance as there 
was now much better provision for the teaching of Economics at 
Lahore than there used to be. lie referred to the work of Pro- 
fessor Myles regretting that he had been compelled to resign on 
account of illness and also to the establishment of the Hailey 
College of Commerce, since the conference last met at Lahore. 

The third reason given for not addressing the meeting at 
length w^as the consciousness of a certain scepticism with regard 
to the pronouncement of Economists. They appeared to resemble 
in some ways the seismologists who can always tell one when there 
has been a great earthquake, or even a little one, and can explain 
the causes of this phenomenon but cannot be depended upon to 
tell us when and where earthquakes will occur. Similarly it seem- 
ed to him that Economists, in sjnte of all their explanations, of 
what had happened, were very mediocre as prophets. The speak- 
er justified this scepticism by a story about. German Marks and 
how the University was advised to invest Rs. 1,000 in these and 
ultimately obtained for il a credit of exactly one half penny. He 
had, however, no hesitation in extending a warm welcome to the 
Delegates including the new President, Dr. Pramathanath 
Banerjea, M.A,, D.Sc., the Minto Professor of Economics at the 
University of Calcutta and the author of many works on Economics. 
He then requested His Excellency the Patron to inaugurate the 
Conference and to call upon the President for his address. 



INAUGURAL ADJ3RESS 


BY 

H. E. Sir Geoifrey Fetzhernev de Montmorency, 
K.C.I.E., K.O.V.O., C.RE., T.CS., M.A., 

Guvcniof^ of the Punjab and Char ri liar, Punjab UiUveriotit . 

Mb. Pkksident anii (jknti.kmkn, 

Mny Ij on ])(‘lia,U' of the Pun jab oiVt r a warm wehroine to the 
Economic. Cvonfcrcnc.e. 1 liopc T ^hall not be ac/uised of provincial 
l)re3U(lice and i)rediIec.tion if 1 vsay that the (%)uferencc cordd not 
liavc made a. wiser choict', when it 8eiei*ted Tiahoro as the venue 
of its fourteenfli annual C^onference. For, I think, Lahore justly 
prides itself on having* an economic atmosphere. 

In the Punjab University, History and Economics have long 
been a favourite c()mi)ination of subjects — and, it I may say so, a 
very sensible combination — to study for a degree. This has led 
to widespread teaching and concentrated study of economics in 
our (M)lleges. The University itself has now for many years past 
maintained its own l^rofessor of Economics, and, under his aus- 
pices, a school for more advanced economics, including the M.A. 
degree course in tlje subject, has also been mobilised. 

The Government of the Punjab and its officers have feu* many 
years i)ast shown an unusual interest in economics — both in theory 
and practice; and when I say unusual, I do not* imply that it is 
unusual for administrations to interest themselves in economics — 
for the subject is clearly and increasingly one of first im])ortan(*e 
to them—- but my meaning is that, I lielieve, more active and 
practical interest has been taken in the study of economics here 
in recent times with the assistance of Government than in other 
Provinces or, indeed, in the Central Government. We have, as 
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a Government, tried to stimulate research and enciuiry into the 
domestic economic problems of the Province by the recognition of 
the Standing Board of Ec.onomic Enquiry, which was established 
in 1919. This Board is financed by Government, and undertakes 
investigations, directed on technical lines by a committee of 
experts, into a number of Punjab rural and urban problems; the 
outcome of its numerous enquiries has resulted in the collection 
of material which is of the very greatest help in administration, 
and wbi(*li, though I speak as a non-technical amateur, I believe 
io be of considerable scientific value also. This province has also 
been not only the pioneer, but also the imperial general staff 
in the great (‘o-operative credit movement and its allied activities 
in India — work whi(*h must be of first importance to students of 
economics. Many of our Government officials, e.g., Mr. Calvert, 
Mr. Sirickland and Mr. Darling, have published well-known books 
dealing with the problem of rural indebtedness and its cure and 
kindred (juestions, wliich have deservedly become classics on the 
subject. To the long list of these works have recently been added 
two more volumes, which, apart from their interest on the eco- 
nomic side, have a vcT-y high degree of literary distinction and 
charm. I allude to Mr. Trevaskis’ “ Land of the Five Rivers ” 
published in 1928, and Mr. Darling's ‘‘ Rusticus Loquitur " 
published in 1980. Nothing like the latter has been attempted 
since Arthur Young's travels — a familiar text-book in the days of 
my youth to the students of political economy and the pre- 
Napolconic j^eriod of modern history: and with all due reverence 
to the shades of Arthur Young, I have no hesitation in saying that 
1 have found Mr. Darling much more instructive and arresting. 
To students of economics, the history of the development of the 
waste lands of the Punjab by irrigation and colonization must, 
I feel, also offer a field which repays study. The situation before 
development was one of special interest. For the most part. 
Government possessed not only sovereignty, but also, which is not 
so common, complete ownership over these vast tracts of desert 



INAUGURAL ADDRESS 


541 


land. Potentially, the vacant land was w^ealth; but actually, at 
the time, it was valueless : it w\as destitute of population and of 
that material equipment needed for production, which only capital 
could bring to it. In oixh r to support a human community with 
profit to the latter and to give also its return to the State as a 
national asset, much effort had to be expended on it. The 
initiative and responsibility of deciding the direction and ways 
in which this effort and all the different kinds of necessary econo- 
mic activity should be guided, rested cniirely v*«‘th the Government. 
Sufficient time has now perhaps passed ro form an opuiion as to 
how far that responsibility was wisely discharged, as judged by 
economic tests. No loss interesting is the sister problem of the 
economic reaction of this development on oihei parts of the Punjab. 
Allied to this come a host of other interesting problems, .^s, for 
example, the further development of Sind on the same lines. 
Will this, as some forecast, be of defiuiie prejudice to Indian 
wheat-growers hy depressing the price owing lo ex(^ess prodm*- 
tion, or will it, in fact, actually help firmly to esialdish India as 
a permanent wheat export market by making it once for all a 
constant surplus wheat-producing (*ountry, instead of, as now, a 
country which sometimes has and vsometimes has not a surplus to 
export, and is, therefore, an uncertain quantity from the wheat- 
buyers’ point of view? Lastly, few things have interested mo 
more than what I may call the growing oconoinlc consciousness 
of the Punjah landowners and peasants. Many entirely uneducat- 
ed landowners, in the present slump of prices of agricultural 
produce, have spoken to me of overproduction in other countries 
in the world, or of the failure to import manufactured goods 
possibly reacting on the export of wheat and oilseeds. They may 
not always assign causes or produce a panacea exactly to fit the 
circumstances of the case; but, if they fail, here, with all due 
deference to the experts, may I say they err in good company. 
For it would be a brave man at the present time, who would assert 
that he could correctly martial, in their due order of importance, 
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all the causes which have led to our existing perplexities, or 
prescribe an iiilallible cure; but it is, at any rate, a matter of no 
small interest that our unlettered peasantry are revolving these 
problems in their minds, and that the lips of those who are, econo- 
mically speaking, babes and sucklings, are beginning to lisp in 
terms of economic, truths or half truths. 1 hope 1 have said 
enough to make clear that 1 believe I am on sound ground in 
claiming an economic atmosidiere for the milieu in which 
your deliberations will take place, and I trust that their issue 
will provide both profit for yourselves and for a wider public 
also. 

I do not propose to adventure my amateur steps into those 
regions where tin* great names among economists a])parently so 
fearlessly tread. I shall not attempt to hazard my views as to 
whether we are approaching a stage where the output of primary 
producers must and will be restricted almost as much as those of 
manufacturers, and whetlier ihis situation in turn will cause 
reactions on the latter, because the former wnll have no puichas- 
iiig pown^r left to buy manufactured goods — a vicious circle indeed, 
apparently only soluble by the method which the Kilkenny cats 
adopted to terminate their dilemma; but bearing in mind the pre- 
dominance of our agricultural interests in the Punjah and the 
smallness of our land holdings, 1 can safely venture agreement 
with some observations rcM^cmtly made by the Indian Tiiide 
Commissioner in London in his last report, that restrietion of 
jjroduetion is hardly for us a feasible measure, and we must 
continue to watch for the silver lining of the cloud and to lely on 
efforts to secure a heavy yield during favouralde seasons, when, 
let us hope, if they do come, the average production in other 
countries will be poor or below averages All this makes one sigh 
for the old simple life when there was less civilization and mankind 
was less dependent on the interlaced and systematic use of the 
material resources of tlie world. Then, if in one jungle the bilber- 
ries gave out, it was an easy matter to move on to another, where 
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the blackberries and the nuis ^ave promise of abdominal disten- 
tion . 

Meanwhile, the low ran^e of prices for ao'riciiltnral produce — 
particularly wlnsit — musi continue to be a source of perplexity 
and anxiety to me and my adminisi ration ; and I am ready to «*o 
to any quarter for irue guidance as re»*ards means to help. 1 
often wish 1 was circumstanced like IMiaraoh, wh<> had, as you 
Jiave rt*ad, the tacuMy of dreaming* dreams ctdmittin,i»* of economic 
intejpretations, and had at his e|])o\\ a faitl.ful dose]ih, surely 
the first and c(‘rtainly one ol' tlie most reliable of oui economic 
t^^])^‘rts, lo ])lac(* iln‘ li^ht iuterjnetatioh iii)t)n them. k\'r at the 
moment, as in h]^ypi in those do\s, llnut* Is ^‘orn — abundant corn 
— in th(' Punjab; bui there is iW'in* ^o buy: and il 1 hail the pre- 
science to know tliai sevcm lean years wcue con.inj** in the ’mmediate 
futui\ , my c'conomic duty Wv^uid b(» plain and both pleasant and 
l)rofitable to jiursue for all <*once]*ned. As it is, I must wait for 
the da\ — peihaps m*vei to conn* in my day — when the solutions 
of the ])rol)lems whicli i)erplt»x us to-day, may by the g^reater per- 
fection of th(' ai)i)lica.tion of economic* t tudy become the common- 
])luces ol to-mori()W. It is in this h(q)e that 1 welcome your 
delegates to-day, fully leady to gathei* such crumbs of enlighten- 
ment as may fall from your well-stocked economic table. 
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BY 

J)u. PRAMATHANATIl BaNERJEA, M.A. (Cal.), 

D.Sc., Econ. (Loud.), 

Mtnlo J’rofcsxor of Moonomicx, ('olroiUi Unioerxity, 

, 'rriE FUTIIKE OE INDIAN FINANCE 

Ladies and (Ienti.emen, 

1 thank you for the honour you have doiD^ me l>y electing* 
me Presidcml oi ilie Fourteenth Session ol the .Indian EeonoDiie- 
(\>nteren(‘e. It would jierhaps have been l)eiler it' you had chosen 
a worthiei* person than myself to fill this (diair; but as youi' elioiee 
has fallen on me, I must abid(' by your decision. 

A sound financial systejn is the true basis of a sound sys- 
tem of administration. It is also universally recof^nised that ])ro- 
per attenlion to the principles of public finance conduces to the 
happiiK'ss and jirosperity of a peoj)le. I have*, therefore, chosen 
the b iiture ol IndiaTi binanee as the subjec.t oi my address at. this 
Conference. This subject is one of special im])ortance at tlie 
piesent moment in view ol the niomiMit-ous e.Jianj^*es which are 
likely to take place in the Indian constitution in the immediate 
future. 

The system of public finance was extremely ill-balanced— 
both on the expenditure and the revenue side~in the days of 
the East India Ckmipany. Military expenditure dominated the 
financial policy of the (Vmipany throuc,^iout the period of its 
rule. If we compare the military and marine charj»es of the 
country in the last, normal year of the Company’s rule with 

644 



PRESIDENTIAL ADDRESS 


545 


those in the year of acquisition of the Diwani, we find that the 
increase was more than ei^ht-fold. These eharg’es amounted to 
no less than forty per cent of the total net revenue of the country 
in J 85(1-57. The expenses of the army were so large because they 
were ineuiTed for the purpose not so much of defence as of 
aggression. As a matter of fact, all the wars of the Company, 
by which t.erritoric's were a<‘(juired in India as well as in some 
of the neighbouring countries, wete financed out of Indian 
revenues. 

The experivses of civil adminivS^ ration also grew by leaps and 
bounds with the- la])se of years. 11ns was due, in the main, to the 
substitution oi ilie European for the Indian cdenienl in tne public 
services. During the first few years of the (company’s rule, the 
work of administration was conducied ehiefiy by means of Indian 
agenev. Gradually, however, Indian ofW( ers v^ere replaced by 
Europeans. Tln» ])olicy of Europeanisation was carried out with 
the utmost vigour until. In the. second dc^cade of the nineteenth 
century, none but the lowest ()fii(*es were held by Indians. Ihe 
cost of giving edfeed to this ])oHcv was, however, enormous, and 
the employment of Indians was urged by experienced adminis- 
trators on financial grcuiiids. When Lord William Bentinck was 
faced with the* problem of uniting t^conomy and despatch with 
efiici(‘iii*y and integrity,'’ the solution was found in a somewhat 
larger employment of Indians. The (liarter Act of ISdr! provided 
that no Indian was, by reason only of his religion, plac'c of lurth, 
(lescerii, c^cdour, or any of them, to be disabled from holding any 
]>lace, office, or cm])l()ymeut under the* Company. But, although 
a. larger proportion of Indians was adniiited to the vsubordinate 
services, tlic i)rovision of the Act remained a dead letter so far as 
the higher offices were concerned. 

Another large item of expenditure in th(‘se days (consisted of 
the Home Charges. In the earlier years of the Conqiany’s rule, 
a considerable iiortioii of India’s wealth was every year transferred 
to England by way of investment. Such investments ceased iu 
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1814; but, meanwhile, other expenses had come into existence. 
The Home Charges were com])aratively small in the beginning, 
hut with the progrcNsive Europeanisation of all the public services 
in India, the grad mil increase in the number of Euroiiean troops 
sent to this country, and the frciiuenf additions to thi‘ delit held 
in England, these rliarges fended continually t<) grow. In the 
last year of the Comiiany’s rule, the Home (Uiargcs wore over (i 
millions sterling. The harmful consequences io India of this 
annual transfer of her resources did not fail to attract tlu' attention 
of eminent British administrators. Sir (Tiarles Trt*velyan wrote: 

“ £5,000,000 sterling a vear is subtracted from the wealth (»f 
India and added to the wealtli of England, which is ilu* niosl 
serious injury whidi India suiters from its connexion with 
England.” In view of this injury, some eminent Englivshmen 
suggested that a [loi tion of the biirdeji of Home (^harg^es should be 
borne by Britain. But nothing of the sort was done. Sir Ceoige 
Wingate observed in 1<S59 with a feeling of regret that Britain \s 
fair share, represented by the digree in which British intiu'csts 
had decided Indian ])olicy, had not been juiid, and urged a more 
ecjuitable adjustment in future of Tmlia's finandal relations with 
England. 

On the other hand, the expenditure in(‘urr{‘d by the Company 
for important purposes like t*ducation and sanitation was exceinl- 
ingly small. Huring the first half ol its i>eriod of rule, the (^un- 
pany was too much ineociuifiied with other things to be abh* to 
devot(» any attention to the (|uestion of instruction of the ])eople. 
In 1795, w^hen the renewal of the (\)ni[)any’s Charter was under 
consideration, Wilberforce ])roposed to add two claus(»s to the 
Bill to provide for tin* education of Indians. But the Court of 
Proprietors opposed such addition on the ground that, if (*duca- 
tion was imparted to the people, India would be lost. The clauses 
were, therefore, withdrawn. It was not till 1815 that Parliament 
directed that a small sum should be set apart, out of the revenues 
of India, for the promotion of 'learning. By gradual steps some 
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provision, though very inadequate, was made for the higher edu- 
caiiou of a limited number of persons. Bxii little was done to 
provide primary education to the bulk of the people. Towards the 
close of ihe (\nnj)any’s niie, the total educational expenditure of 
the Government fell considerably short of 1 per cent of the net 
levfMiue of the country. Sanitation and medical relief received 
very little attentioji at the hands of the ( ompany, the total amount 
spent i?i 1857-58 being only 21 lakhs of rupees. 

Gn the reveiim* side, we find tha* land revenue was the 
mainstay of Government finance. Towards the close of the 
Gompany’s administiation, nearly two-thir^tj^ of the vState income 
in India wa^^ ohiained fiom the land. The ass(‘ssm^nits were, in 
gtMieral, ex(*essive, and t)i<* revenue (h mand pressed very heavily 
upon the people. Next to land »*evtmue, thi: most important 
sour(‘e of income (d the Government dari jg the grt^ater part of 
the (\>m])any’s lule was the salt tax. lievied as it was on one of 
tht‘ first ncHcssaiies ot life, it was felt as a (‘rued and op])ressive 
hurd(*n by th(‘ poor. Anottier source of State income was the 
o[)ium mono])oly whi'di, originally adopted as a resource for 
f)ersons in offi(‘(*, ultimately occupied the second place in the 
rev(Mnie system ot the country. Ahkan^ or tin' excise on alcoholic 
li(jUors and intoxicating drugs, was another lainted resource of 
th(‘ (^onqiany. Mesides tin* main heads ot ivvenin*, various imposts 
of a conqiaiat ively unimjiortani characu*r wt*re levied in different 
jiarts of the country. These taxers were of a vexatious and 
op])n*ssive nature, and many of them were ultimately alxdished. 
Though this was a move in the right direction, it can hardly he 
denied that the tax-system of the East India (k)inpany was 
extremely partial in incideiici*. While the pool* (‘ultivator and 
the struggling artisan were burdened with heavy taxes, the rich 
foreign meinhant and fhe well-fo-do Indian moneylender confri- 
hnted liiil(^ to the resources of the State. 

This la(*k of balance in the financial system continued under 
the direct adininistration of the Crown. Military expenditure 
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increased largely during the Mutiny. Though attempts were 
subsequently made on several occasions to reduce this exi)enditure, 
the general tendency was in the upward direction, until in 1920-21, 
the last year of ihe (dd regime, the net miliiary charges stood at 
Es. 75-77 crores. This however, was an ahnormal year, as there 
were hovsiilities with Afglianistan and operations on the frontier, 
li should also he noted that a larg(‘ part of the increastMl expendi- 
ture was the direct outcome of the European War of 1914-18, being 
attrihuUihle to various causes, such as a general rise in prices, 
the enhanced rates of ])ay granted to all ranks, imi)Tovements in 
the standard of comfort ot‘ the troops, additions to and improve- 
ments in ‘e(pii])ment, and a large increase in jion-effective charges. 

During this period of a little over half a (‘eiitury, the police 
charges grew at a rai)id pace, and in 1920-21 ttiey amounted to 
nearly Rs. 12 crort*s. The increase would i)rohahly have been 
justified if, as tin* result ot it, the police had heconu' better ecpiip- 
ped to render servi(a‘ to the community. Rut this was not the case*, 
th(» reason being that the [)olice force was maintained md so much 
for ahoi’ding secuirity t(> the p^^ople as for lending sii])port to 
British rule in India, The exjienses of general administration 
showed a gradual rise during this period, whih* the Home (diargc^s 
rf)S(^ to an (mormons amount. The growth (jf Stale (*xp(mditure on 
edneation, on the other hand, was slow and wholly ineonimensnratt* 
with the needs ot the situation. Ytuii* after year, decade aft(*r 
decade, Indian puldicists niged that the (|uestion of popular cmIu- 
eation should he taken np in right earnest, l)ui little heed was i)aid 
to their appeals. Whim, in 1911, il. K. (iokhale brought forward 
his I 1 ‘imary Education Rill, it was oj)])osed by the Oov'ernmeiit' on 
the ground of paucity of funds. In 1920-21, the hdal Slate 
expenditure in India on education was 7-21 crores. The subjiH't 
of sanitation reiadved very niggardly treatment, thi^ total expen- 
diture under this head in a country where the average death-rate 
was nearly 31 per thousand, and in some places as higli as (iO 
per thousand, was ouly a little over a crore of rupees. The net 
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exi)eiise8 incurred for giving* medical relief to 247 millions of 
l)er.sons amounted to only 2} croi’es of rupees. 

Agriculture gives employment to nearly Ihree-fourtlis of the 
entire jmpulation of the (‘ountrv, and its improvement ought tt) be 
on<* of th(^ primary dutie- of the State in India, while co-o])eia- 
tive credit is fhe ciiiet means of rescuing ihe agriculturist from 
the (rlulches of ihe rapn(‘ious moneylender. But ihe total amount 
which the (jjovcunmeiii, was able to S])-u*e for these tv'o objects was 
considtuahly less than a crore and a half rupees. Although indus- 
trial deAxdopmenI was ont‘ of the pi'incipal ne^^ds jf the (‘ountry, 
practically nothing was s])ent on the siihj- ct. The only item of 
social seivice expcuirlitui’e was the provision of a- crore and a half 
]*ui)ecs for famine relief and insiiraic*e. N( moneys wei*e provided 
lor alYording ladifd to tlie poor o'* aged persons or* for milrgatuig 
th(' distress of tin* unenri»lov'ed. But wi.jt. vvould strike an 
impartial ohser*vei* as strange was that a Government, which was 
unabb^ to nierd its essential obligations, did not hesitate to take 
in hand a costly sedrerne lik(» th(* building of New Delhi — a s(‘heme 
whi(*h nobody in India had wanted and which \vas not intended to 
benefit an\ section of tin* community. This failui‘e of the (fovein- 
inent to grapple pt*o})(M'ly with the financial problem can be traced 
only to their lack (d touch with the sentinumts and desires of the 
people mid a callous disregard of their vital interests. 

Coming to tire revenue aspect of the financial system we find 
that, for a long time, little advance w^as made towards an equit- 
able system of taxatio’i. The bulk of the burdeit of taxation fell 
upon the ])oorer classes, while the richer j)eople contributed much 
less tharr their ])ro])er share to the expenses of public administra- 
tion. The stress of the European War, however, made a great 
change in the situation. The development of baxes on income and 
the imposition of heavy import duties on luxuries hel])ed in some 
measure to mak(^ the balance more even as between the different 
classes of tbe community. 

Some feeble attempts have been made since the introduction 
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of tho Moiitaf^u-f'lielinslord E^forms io reioove a few of the more 
glariiio‘ defects of the financial system. The Eefomis were 
a(‘CoinpaJiied by a separation of provincial from central finance. 
At tlie centre military expenditure has now been reduced to lls. 
551 crures a year. Full effect has not, however, been yet ^iveji to 
the recommendations of the Retrenchment C\)mmittee of 
]fut, on the other hand, the (leiieral Administration char<>’es have 
guown enormously both at the centre and in the ])rovin('es, tlie 
total amounting' in 1928-2b to 18 87 crores. A portion of this 
increase may be accounted for by the additional exjjense nec'cs- 
sitated by the ex])ansion of the legislatures and the appointment 
of ministers and their stalls. Hut a very laroe part of the in- 
crease has been due t(» enhancements in the salaries of the members 
of the higher s(M'vic(*s granted on the recomim'udation of the Iam' 
(Nunmission, 8’he char<»es of collection wdii(‘h imdmh' a i)art of 
the (*xi)enses of civil administration have also considerably increas- 
ed. Further, the efy(M*t of the decisions taken on the Lee C.hin- 
mission Ee])ort has Ixvn felt in aii augmentation of the Home 
(diaries. There has been a hu^e ca])ital outlay on JVew Delhi. 
The defi(‘its in the (*entral bud^'ets have added considerably to the 
unproductive debt of the country, while the blundering* currency 
policy of the (iovernment has (*aused enormous losses to the Indian 
Exchecpier and led to a depletion of the reserves. 

In the provinces tin* pi<‘ture seems at first sight to be less 
gloomy* Taking into ac(*ount the figures for the year 1928-29, the 
last year for which complete statistics are available, we find that 
the total })rovincial expenditure on Education has amounted to 
nearly Rs. 12 erores, vliile the Medical and Publics Health charges 
have amounted to about Rs. 8i erores ami Rs. 11 crores respec- 
tively. Sliglit increases have also occurred in the expenditure 
shown under the heads ‘ Agriculture ^ and ' Industries/ Bui these 
improvements have fallen far short of the reipiirements of the 
country. It should also be noted that progress in the nation-build- 
ing departments has not been at a uniform pace in all the 
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provinces, and that in some of the provinces there has been practi- 
cally no progress at all. For instance, we find that the expenditure 
on education increased between the years 1920-21 and 1928-29 by 
the following amounts ; Madras, Es. 128 lakhs ; Punjab, Rs. 87 
lakhs; Burma, Rs. 79 lakhs; United Provinces, Rs. 78 lakhs; 
Bombay, Rs. 50 lakhs; Bengal, Rs. lakhs; Bihar and Orissa, 
Rs. 33 lakhs; Central Provinces and Berar, Rs. 15 lakhs; Assam, 
Rs. 11 lakhs. The total expendituie in i^he transierred depart- 
ments charged 1o the revenue accox:nt in er»eh of the Governors’ 
Provinces in the same ;^ear was as follows : Madras, Rs. 0*51 crores 
Punjab, Rs. 5T4 crores; Burma, Rs. o-52 crores; Bombay, 
Rs. 5-30 crc*res; United Provinces, Rs. 3-87 crores; Bengal, 
Rs. 3S0 crores; Bibai and Orissa, Rs. Xf. 3i crores; Assam, Rs. 85 
lakhs; (kmtral Provim^es, Rs. 40 lakhs. 

These differences have been due to the fact that the distribu- 
tion of resources which accompanied the introdu(dion of the 
Montagu-Chelinsford Reforms was unequal and inequitable* The 
great mistake commitfod by the authors of the financial seltlement 
was that, in the matter of allocation of funds, they did not proceed 
upon any definiie basis. They said iliat they bad in view the 
actual expenditures of the different provinces. This w^as not a 
safe or just (‘riierion ; but even this criterion was considered in a 
shape which was open to serious objection. Normal scales of 
ex])enditure were ( alculaied wiih ieferenc(‘ <o an abnoimal 
and the future exi)enditures needed <o give effect to the most 
essential requiremenis of the different i)nAinces were not estimat- 
ed at all. But eA^en this insufficient and unsafe criterion of 
exp,enditure Avas not adhered to; for had this been done, the 
disproportions in the allocated revenues of the different provinces 
would not have been so great, as they actually turned out to be. 
Auotb('r mistake Avas that a uniform treatment was sought to be 
accorded to the provinces by allotting to all of them the same heads 
of revenue. But it Avas forgotten for the moment that the yield 
of ea(*h of these resources varied from j)rovince to province. Thus 

F. 22 ^ 
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the attempt to secure artificial symmetry diverted the attention of 
the authorities from Ihe real problem, namely, the need for secur- 
in^ substantial equality. 

The expedient of levyino- provincial contributions tended for 
the moment to hide in some degree the real disparities in the 
finan(‘/ial positions of the difierent provinces. But the inequalities 
in the distribution of resources appeared in their true cximplexion 
after the abolition of the contributions. In the budget estimates 
for 1929-30, the revenues of the difierent provinces were shown 
as follows: Madras, Rs. 18-07 crores; Bombay, Rs. 14-41 crores; 
United Provinces, Rs. 13-07 crores; Punjab, Rs. 12*54 crores; 
Bengal, Rs. 11 11 caores; Burma, Rs. 10-59 crores; Bihar and 
Orissa, Rs. 019 crores; Central Provinces, Ihs. 5*55 crores; Assam, 
Rs. 2-79 crores. The disproportions appear even more striking 
when we consider the revenue per head of the population. It is 
no wonder, therefore, that the expenditure per head of the popula- 
tion was as follows: Burma, Rs. 80; Bombay, Rs. 8*3; Madras, 
Rs. 4*2; Punjab, Rs. 5 5; Assam, Rs. 3*9; Centrail Provinces, 
Rs. 3*8; United Proviuc‘es, Rs. 27; Bengal, Rs. 2 5; Bihar and 
Orissa, Rs. 1-8. Comment is hardly needed to show how unjust 
and arbitrary is the present system of provincial financ.e in India. 

But the unequal divstribution of resources as between the 
provinces is not the only defect of the financial settlement with 
which the name of Lord Meston is associated. The failure to 
give ade<iuate attention to the elasticities of the various sources 
of revenue has led to very unsatisfactory results. While the more 
elastic resources have been left in the hands of the Central Govern- 
ment, the comparatively unexpanding sources of income have been 
made over to the provinces. There is another objectionable feature 
in this sysiem of allocation. The fact that central and provincial 
taxation affects different classes of the population tends not only 
to create a separation between the interests of the Government of 
India and the provinces, but also to hinder the industrial progress 
of the country. These defects can l)e traced in part to a failure 
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to appreciate tlie resi^ective needs of the Central Government and 
ihe l^rovincial Goveniinoiils and in y)ari to an insistence on the 
principle of a financial clean-cut. In reg^ard to the former, it 
seems strange that it did not strike the authors of the settlement 
that the classification of administrative subjects made under the 
Devolution Rules was such ihat the needs of the Central Govern- 
meni might l>e expected to decrease, while ever-increasing resources 
would be required for maintaining and developing ^he provincial 
subjects. As for the principle of a finaiu ial ciean-ciit, whatever 
might be its theoreti(‘al merit, Ih*' assrani)ti(jn of its absolute 
nec('ssity in a hcbeme of federal finance ^^as noi founded on the 
experience ol* other countries. Po^.sibly. there was a confusion in 
the minds of the framers of the scheme in regard to two distinct 
ideas, namely, separation of rev«oui\es and separation of heads of 
revenue. While the former i*’ essential in a scliome of ])rovincia)l 
autonomy, the latter is not. 

Time has now come when the anomalies and inconsistencies 
of the existing system should disappear and the finances of the 
entire country placed on a sound and satisfaidory footing. The 
most ess(‘ntial need of the moment is the provision of adequate 
funds for the nation -building services. For this purpose, a 
lead just nient of financial relations will be necessary, and such re- 
adjustment will involve a re-allocation of the financial resources 
of the (country between the Central and Provincial Governments. 
A proper solution of the first problem will re(iuiro a careful consi- 
tlerat-ion of the relative needs of the Government of India and of 
the Provincial Administrations. The most important functions to 
be entrusted to the Central Government under the coming reforms 
will probably be : Defem*e, legislation of an all-India character, 
maintenance of the main arteries of communication, management 
of coinage, currency and public debt, and co-ordination of many 
of the activities under th(» control of the Provincial Governments. 
These functions are not likelv to entail ever-increasing expenditure. 
On the contrary, considerable retrenchment is possible in some of 
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the departments. The needs of the provinces, however, are ailmost 
unlimited. The introduction of compulsory primary education 
ought not to he delayed any longer. Some i)aris of the country 
are notoriously unhealthy, and preventive as well as remedial 
measures are urgently needed to protect the people from the ravages 
of various kinds of disease. Agriculture is the mainstay of the 
people of the country ; hut the methods of cultivation are antiquat- 
ed, and as a consequence population is pressing heavily upon the 
soil. The development of manufacturing industries is one of the 
(Tying needs of the country. All these subjects require the 
assisiance of the Government. It is also time that the Govern- 
ment t()ok in hand questions of social reform like old age pensions, 
relief of poverty, and unemidoyment insurance. 

Thus it is clear that, if the Provincial Governments are to 
fulfil their ohligations properly, they will have to he placed in 
command of resources which w\\\ not only he substantial in the 
beginning hut expansive in future. Sir Walter Layton estimates 
that the provinces will recpiire an augmentation of their re- 
sources by 40 to 50 crores in th^ coui\se (»f the next ten years. This 
estimate does not err on the side of extravagance. Funds may he 
available in two ways, first, by re-allo(‘aiing existing resources, 
and secondly, by imposing fresh taxes. For the purpose of a re- 
allocation we must (‘onsider whether retrenchment is possible and 
desirable in any of the de])artments under the (*ontrol of the 
Central Government. In this connexion military expenditure 
claims our attention first. The net charges under the head ‘ de- 
fen(‘e ’ absorb nearly two-thirds of the net revenue of the CViiitral 
(Tovernment and about one-third of the total revenue of the 
country. This is too heavy a burden for the country to be able 
to bear. It shcmld be borne in mind that there is hardly any 
country in the world whi(*h spends so large a proportion of its 
iiKxmie on its army os India does. There is also another facd 
which is worth noting. Defence exjienditure has increased in a 
higher proportion in India than in other parts of the British 
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Empire. As Mr. Jacobson points out, the defence expenditure 
of India has increased since 191*1, Ihe pre-war year, by 100 per 
cent, while that of Great Britain has increased by 48 9 per (*eui; 
and that of the Dominion^ by 80 per cent. The Indian Ilelreii(‘h- 
inent Committee of 1922-20 su^»-ested the reduction of the military 
budget to a figure not exceeding* Rs. 50 crores. Even this sum 
was regarded by the (Committee as more than what the tax-])ayer 
in India should be called upon to I'ay, muI they thought that 
it woiild be desirable to keep a strict eve on military expendi- 
ture with a view to its further i^Miucth n.’^ 

In most co\mtries, the strengrth of the .irmy is determined by 
the consideration of its ade(jua(\v foi* the per])ose of defence. 
But in India the situation is ditfereut.. Tli * Army in India is not 
a national army. Its very name nnpties that it is, to a large 
extent at least, an army of (*^‘cupatiou. Th’s lact has been ad- 
mitted by many British statesmen and administ inters in the past. 
It is also proved by the ratio in which the Britisli portion of the 
army is maintained relatively to the Indian, (hi the eve of the 
Sepoy Mutiny the proportionate strength of the British force was 
small; but it was increased after the Mutiny, the object being to 
jirevent any further attempt on the part of the ja^ople to overthrow 
British rule. India has so far been compelled to bear the cost 
of being held in subje(*tion, but now that the (‘ouiitry is on the 
road to freedom, the much-needed relief vshould no longt'r be 
withheld. It would not, therefore, l)e unreasonable to urge that 
the strength of the British force be reduced by one-half. In case, 
however, it be thought undesirable to bring about the clnuige loo 
suddenly, an arrangement might be made under which there woiild 
be an immediate reduction of 10,00(1 British officers and soldiers 
and further reductions would take place at the rate of 2,000 men a 
year during the next ten years. It may be argued that such re- 
duction in the strength of the British force will imperil the safety 
of the country, but past experience shows that there is no ground 
for such apprehension. At the commencement of the European 
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War, of ihe British estahlishiijent in India, 7 reg’iments of British 
cavalry out of 9, 44 British battalions of infantry out of 52 and 43 
batteries of Royal Artillery out of 50 were sent overseas. In 
return for these troops, India received many mouths after the 
despatch some Territorials who were unfit for immediate eniploy- 
ment. For the space of some weeks, before the arrival of the 
Territorials, the British garrison in India consisted only of about 
15,000 men. If such reduction was possible in the war crisis, there 
is no reason why a smaller reduction cannot be regarded as possible 
at a time when the prospects of world peace are brig^ht. 

Another reason why the British force in India has been kept 
in its present strength is that a large portion of it is required, to 
use the words of the Government of India, to maintain 
the vSiipremacy of British i)ower in the East.’’ Ex- 
penditure of this sort is evidently a British interest, and many 
eminent British statesmen have urged in the past that the cost 
of the Imperial reserve slmuld be defrayed o-ut of the British Ex- 
che(|uer. A Minority of the Welby Commission on Indian Ex- 
penditure considered it fair that the revenues of India should be 
relieved of the entire charges ot 20,fXK) British soldiers and that 
“ they should be treated as pait of the reserve forces of the Eastern 
Ijortion of the British Empire generally, and borne in future upon 
the Army Estimates in that capacity.” Twenty years later, it 
was ol)served in Judin's Covirilmfioji to the Great War, a book 
published by authority of the Government of India: “It is 
l)ecause India has for many years past maintained a large army, 
that she was able, at a critical moment; to despatch a large and 
fully equipped force to the Western front to help in stemming 
the tide of invasion of the territory of our allies. The army in 
India proved it{?elt once more to be a great Imperial asset.” 
Equity demands that the suggestion of the Minority of the Welby 
Commission be now carried into effect, and a suitable contribu- 
tion made by Britain to India on this account. Some further 
savings may be obtained as a consequence of the Indianisation of 
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the ofifioei’vs’ ranks in the Indian portion of the army. The ad- 
ministrative eharf^es in the military department have increased 
enormonsly in recent years, and if a policy of economy is now 
observed, a considerable sum of money may be saved every year 
on this account. If the suggestions made here are accepted, a 
substantial reirenchment will result in military expenditure. 
Military finance is very largely a question of i)olicy, and if the 
])est interests of the people are kex)t in vi^'w, it will not be im- 
I)()ssible io adjust it in siich a way as io secure ai; immediate sav- 
ing of 10 crores of ru])ees and further savings aimuinting in the 
aggregate to another 10 crores in ihe course of the next ten years. 

Some retrenchment may also be possible under each of the 
four heads, namely, Direct Demands r:i the Revenues, Civil Ad- 
min isiraliori, Civil Works, and Miscellaneous. The charges of 
collection are at present very high, and eaedly be reduced to 

an appreciable (*xtent. The Civil Administration charges are so 
enormous because the salaries of members of the higher services 
have been fixed on an extravagant scale. As a considerable fall 
in ])rices has now occurred, the salary scales should be revised. 
If it ])e found impossible Io reduce the salaries of European officers 
owing to political reasons, there is no reason why a reduction should 
not l)e ciTecied in fhe salaries of Indian i)ublic servants. If a lower 
standard of emoluments is fixed for Indians, the number of posts 
bold by Europeans will steadily diminish, and as Indianisation 
will proceed at an accelerated speed, greater and still greater 
e(*onomies will arise. Retrenchment under this head will also 
help automatically to reduce the pension and superannuation 
(‘hargos shown under the head ‘ Miscellaneous.’ A great deal of 
waste now takes i)lace in the Civil Works Department of the Govern- 
ment, and a strict method of control is sure to result in con- 
siderable savings. On the other hand, it is not improbable that 
the Central Government will under the new constitution assume 
extended functions. In such circumstances, larger funds will be 
needed by the Government of India. If a saving of two crores 
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of rupees is obtaiued by means of retrenchment on the civil side 
of the bii(lf>‘et in the course of the next ten years, one-half of the 
amount may be set apart for meeting' the additional cost involved 
in the ])erformance of the new duties, the other half being made 
available to the provinces. 

A substantial reduction may be expected in the expenditure 
under the head ‘ Debt Services.' The policy of debt redemption 
which is now being steadily pursued by the rTOvernment of India 
will tend gradually to reduce the interest charges in future. But 
a su1)stantial reduction may ensue immediately if Britain agrees 
to take over that portion of the debt which was incurred for Im- 
perial purposes. The Afghan and Burmese W^ars, for instance, 
were waged not in the interests of India but in those of the Em- 
l)ire. The charges were, however, thrown uiK)n India, iin])osing 
ujion lier a publi(‘ debt which she would not otherwise have in- 
curred, If this wrcuig be righted now, the relief will l)e keenly 
ai)preciated. 

In addiiion to the sums obtained from retrenchment, a con- 
siderable surplus is likely to acmue ti> tlu‘ central budget from 
the normal expansion of its revenues. A portion of this sum 
may be retained liy the tjfoveriiment of India for its own purposes, 
and the remainder made available for provincial objects. If the 
proposals made in the course of this address are accepted, the 
(Vntral (loviujiment Avill be in a position to give up to the provinces 
resources to th(‘ extent of It) to 12 crores of rupees immediately, 
and tliis amount will rise to no less than 20 to 2b crores of rupees 
in the course of the next decade. The fransfer should be made not 
by means of grants, but by a re-allocation of existing revenues. The 
suggestions made by Sir Walter Layton iji this connexion deserve 
to be carefully cousidered. His first proposal is that the provinces 
should make over commercial stamps to the (lovernmeiit of India 
and that the latter should reduce the import duty on foreign 
licpior to the standard luxury rate of dO per cent, allowing the 
Provincial Governments to impose excise duties on such liquor to 
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the extent of the amount of duty reduced. This proposal is a 
retrograde one. (V)mniercial stamns are a fairly expanding source, 
of revenue, as the yield tends to grow with the extension of trade 
and <‘<ommerce. On the other hand, the consumption of iifpior is 
likely to diminivsh in future, and naturally the yi^ld from this 
source will tend steadily to decrease. The reason assigned for 
the suggestion is that conflicts of interest between the Central 
and Provincial Governments should l)e avoided. B.it this object 
can be atiained l)y the provinces m iking over to ihe Government 
of India the excise duty now levied on locally-manufactured 
foreign liquor in exi^iiange for the transfer to the Provincial 
Governments of sijme source of central revenue of ihe f.anu c*mount. 
An argument in favour of Sii' V\"^alter Payh nV proposal is that 
the revenue should as far as possiide be assigned to the authority 
which contic^ls the rates of duty. There is a great deal of force 
in this argumeni. Jlui the olijeciiop can l/C inei by adopting an 
arrangciiieni under which legislation relating to commercial stamps 
should remain CHUitral, suhjcH t to the provision ihat no alterations 
in the rates should take jilace unless decided at a conference of 
the financial repTesental ives of the different provinces. The 
proposal of Sir Walter Layton, if accej)ted, will weaken the finan- 
cial positions of the provinces. The exchange of duties on com- 
mercial stamps for a portion of the tax on alcohcdic* licjuors should 
not, therefore, be insisted upon. 

Sir Walter Layton’s second pnqjosal is that one-half of the 
proceeds of the income-tax on personal incomes should he made 
over to the provinces. Evidently, he does not attach any value' 
to the objecdions which have so far been urged against ineome- 
tax being made a provincial sourc*e of revenue. Nor clocks he re- 
gard a system of divided heads as an evil to he shunned at all 
costs. JUit looked at from the point of view of the financial needs 
of the provinces, Sir Walter’s proposal does not go far cuiough, 
for the share of taxes on income which he proposes to make over 
to the provinces is considerably smaller than the share he wishes 
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to retain in tlie hands of the (Vntral (ioveniinent. He admits 
that, theoreti(*ally , there is no reason why the })rovineos should 
not also he <:»’iven a poition of the super-tax ; hut he does not in- 
clude it ia his s(‘lienie ])eeause he is afraid iliat the (Government 
of India cannot at present make the tinancial sacrifice which it 
would involve. There would, Jiovvever, he no y'lound for such 
apprehension if the K'treuchnient su^j^-esied in this address is 
carried out in th(' (lovernment of India’s expenditure. That a 
cruel in justice* has ])een done to the provinces in deprivinf»- them 
of their It'oitimate resources will he clear from a ^lame at the 
in(‘onie-tax returns. ^J'he total r<‘venues obtained hy the (^uitral 
(joveinment from the different province's in the' shape ot taxes on 
income' elurin^* tlie* eij’lit years l9‘Jl-22 te) 192S-29 were: Denial, 
Its. 4dl4 e're)res; Horn hay, I?s. 47*58 creues ; liurma, Ils. 14*75 
cre)res; Maelras, Rs. ll euore's; IJniteel Pre)vimes, Rs. (5 89 e‘i*ores; 
Piinjah, Rs. 5 It) e roie's : Hihar anel (trissa, Rs. 4 t)5 e*!e)ies; ('Cn- 
tral Rrenince's and Rerar, Rs. 44(5 e*rores; Assam, Rs. 1 14 erores. 
The total amounts leceived by the diff'eient Rre>\'inces elurin^’ the 
same perie)el uneler Devedution Rule' 15 weit' : Rental, Rs. 95 
thousands; Romhay, Rs. 17 4!.^ lakhs; Rurma, Rs. 47*5t) lakhs; 
Maelras, Rs. 4(i’7() lakhs ; ITiiteel ITovine-es, Its. 4*5(5 lakhs; Jhinjah, 
Rs. 27^2 lakhs; Riliai ami Orissa, Rs. 2‘-il4 lakhs; (h'litral 
Rre)vine'e's, R.s. 1(5-5!) lakhs; Assam, Rs. 44*44 iaklis. Thus e)ut ol 
the te)tai sum eef neaily Rs. 140 e'rores eadleedeel l)y means e)f the 
ine'ome*- anel su])er-taxe*s the* Pre)vine*ial (le)ve]?ime'nts weie* ])(‘nefiteMl 
to the extent only of Rs. erores, while the whe)le of the remainder 
went to the t^ential ( }e)vei‘jinient. 

The wre)!!^* thus intlie*teel will have te) be righted now, and in 
order to do so, a lar^e pre)})e)rtie>n of the te)tal proe*,eeels of the taxes 
on ine'oine she)ulel l)e maele e)ver to the pre)vinces. It may l>e meii- 
tiemed in this e‘e)unexie)n that in every federation taxes on iiu'ome 
ff)rm an important se)ure'e of revemue le)r the component States. 
If tlie jirewincial share is fixed at one-half eif the proceeds of the 
ordinary income-tax on per.sonal incomes, as is suggested by Sir 
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Walter Layton, the provinces will receive only about 4 crores of 
rupees a year. This will not meet the demands of the situation. 
Therefore, one-half of the ioial proceeds of both the income-tax 
and the suj)er-tax shoub^ be surrendered to the provinces, the 
disiribution l)ein^ made on ihe prin<*iple of orifvin. This may 
give rise to some prjutical difficmlties, but thei'e is no reason to 
assume thai such dihiculiies will be insuperalde. In case, however, 
it should be decided lo adopt the priu(*ipl( of domicile, one-half 
of the ])roceeds of the super-tax deriv*Ml fiom jversonal incomes, 
as well as those' d(’i‘iv(*d froic tlu' iiicorn-tax, sluuild be 
made over to tin* ])rovim (\s. Then' is another matter 

which sluiuld lx* takc'ii into ( onsid''rat’on. AHocatitm on 
the basis of domicile 1ms cortaio u.cloiibtc'd advantages, 
but it is not wholly satisfactory iron', the ,ioint of vic'w 
of (xjuity. Origin offc'is a mcie c*^)uitcode basis, and how- 
c'vc'r gic'at tiu' fuac tic'al didiciilties may be*, this ])i‘iuciph‘ should 
not be ignored altogether. The Taxation Liiquiry (^)mmittee 
suggest that jiartial recognition be ac'corded to the principle of 
origin by giving a small share of the coriioratioii profits tax to the 
jirovim-es. Ihis recommendation is of a very halting character, 
and in order to do justice to the provinces, tlie whole of the 
jiroceeds oi this tax should he surrendered to them. This will 
benefit, all the proviiu'es, jijirticularly a ])()or provinc'e like Hihar 
and Orissa. In ealculating’ the shares of the ditferent i^rovinces 
in the proceeds of this tax, regard must be had not merely to the 
location of the head(|uarters of business enterprises but also to the 
site of actual ojierations. It may not be possible to attain absolute 
ac'c'uracy in the matter of distribution, but it will not be ditticult 
to form estimates whic'h will be a])proximately correct. 

Sir Walter Layton’s third proposal is that the proceeds of 
th'e salt duty should he transferred to the provinces by gradual 
steps. I do not know whether a feeling of generosity or a sense 
of exjiediency has prom]) ted this proposal. But Avhat is to be 
apprehended is that it would be difficult to retain the salt-lax at 
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all. And even if this l>e possible, it is certain that the rate of 
duty will have to be reduced, and probably the manufacture of 
salt in the coastal tracts for individual consumpiion will have to 
be exempted from taxation. Thus the maximum revenue which 
may be expected from this source is not likely to exceed one-half 
of its i)resent yield. 

The transfer of Ihe revenues mentioned above to the provinces 
will not give them r(?sources which can be regarded as sufficient 
to euabje them 1o start on their new career in a spirit of security 
and oplimism. Sir Walter Layton, therefore, suggests the 
imposition of fresh taxation. This, however, will l>e a danger- 
ous step, for nothing is so likely to jeopardise the chances of 
sncccvss of the new constitution as the levy of additional taxes at 
the very outset. Tt is tnu' that fresh resources will have ultimate- 
ly to be found if the Provincial Governments are to fulfil their 
obligations properly. But the ne\v ministers in the j)i'ovinces 
must be given time to win the confidence of their legislatures and 
constituemn’es before the\ are compelled to place further financial 
.bnrih'iis on the ])eo])le. I'he legislatures and the constituencies 
must also be made to feel that the existing resources are being 
a])j)lied in a proper and well-balanced manner. When the 
ministers will be in a i)osition to convince the people that all 
avoidable ex])enditure has been retrenched and to assure them 
that the jwoceeds of new taxes will be speid for their benefit, their 
reluctance to bear further burdens will be overcome. A }>eriod of 
at least five years must elapse before the atmosphere will be 
favourable for the levy of fresh taxation. ' Meantime, the Pro- 
vincial Governments muII have to be supplied with adequate 
resources, which can only be obtained from retrenchments in the 
central budget. 

It will thus be necessary for the Government of India to part 
with some more resources than have been suggested by Sir Walter 
Layton. In this (‘onnexion, export duties deserve our (considera- 
tion first. These duties stand on a footing somewhat different 
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from import duties, for, in this case, the question of interprovincial 
barriers does not arise and it is not altog^ether impossible to trace 
the origin. Export duties are now levied on only three articles, 
but it is not impossible {hat they will be levied in future cm a few 
others. The proceeds of ihe duty on jute are obtained ahnosi 
entirely from Bengal, and this province has always demanded 
that the net collection at the ])(>Tis of ('Calcutta and Chittaj^onj^' 
be made over to it. Two objections are f^enerally ur^^’ed against 
such a proposal. The first is that the burden of the duty does 

not fall on the peo])le of the provinc*.e. But, as the Taxation 

Enquiry Committee ] ()int out, “ there exists a ])C)ssibilitv that, 

in certain c*onditions of trade, a ]jortion c'f the export duty may 

fall on the producer.” Evei; if it be jL;‘ranted, for the sake of 
ar^-ument, that the whole (»f the duty falls on the tbrei^u consumer, 
the claim of the people ot the pro\im‘e to the productivity of a 
valuable artiede (*annot be lif»htly brushed aside. The scH'ond 
objection relates to administrative convenience. This can be met 
by proviclinjjc that the tax should (‘ontinue to be administered by 
the Government of India, but that uiie-half of the pro(‘eeds may 
be made over to the province. As a financial clean-cut will t)e 
found impossible to maintain in thc‘ c*omin^* re-adjuslments, there 
ought to be no objeedion to a division of ihe i)roceeds. But should 
any objection be raised to sucdi division, an arrang'emeiit might 
be made under which the export dutv would be redimed to one-half 
of its present amount, the Provincial Government being allowed 
to levy an excise duty of such an amount as would yield alK)ut 
half the proc-eeds of the existing tax. A possible objc^ction to such 
an arrangement might be that it would be undesirable for the 
Imperial Government as well as the Provincial Government to be 
both interested in an export duty, since such intcirest inig'ht render 
it “ doubly difficult for the trade (Concerned to secure amelioration 
when it is due.’’ This objec tion does not secui to be a very serious 
one, for there is no reason to think that the Provincial Govern- 
ment will be less watchful of the effects of Ihe tax than the 
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(Viitral Grover 11 merit. On the (‘(Uitrary, the circximstance that 
the Central iTOvernmeiit is interesled only in the proceeds of the^ 
tax and not in the welfare nf jiite-gTovvers exposes it to the 
temptation of levyinj^', in tinips of financial difHculfy, unduly 
hijxh rales of dufy which may threaten the very existence of fhe 
industry. It the province be j»iven an interest in the jute fax, 
fhe risk would. Ik' niininiised, for fhe Piovincial (lovernment would 
be sure to raise its voice of protest a^'ainst fhe action of fhe Central 
(lovernnienf in the interest of its own revenues, if for no other 
consideration. 

It is worthy of note in this connexion that the jute lax has 
an intimate relation to agriculture as woll as to indusiry, and as 
proviiK'ial sul)je('ts both of them en^a^e the attention of the 
fTOvernment of Ihuifial, nol of the (i(»vernnient of India. A recent 
incident has helped to mak(‘ fin* position mon^ clear. In view^ of 
the a(*ute distress of Uie juie-oroweis, the A(*tinn‘ Finance Member 
of the CovernmenI of India wars, a short while aj>*o, a])proaclied 
wuth an aj)i)eal foi' tinancsal assistance, but ht‘ ^ave the reply that 
it was not the concern of the (\Miti'al (lovernimmt. So it comes 
to this that, wdiile the benefit of tin* ^Towth of jute o()es to the 
(Government of India, the duty ot assisting’ the devtdojmient of 
the article and of ^ivin^ reli(»f to the people concerned in it in 
times of difficuilty devolves cm the (lovernment of Benp^al. This 
is surely an unnatural ])osition. It should also he remembered 
tliat the ])roduction of jute affects the sanitation of the jirovince, 
and the expemliture needed to overcome its evil effects has to be 
met out of provimual funds F(juity demands, therefore, that a, 
substantial portion of tire jiroceeds of this tax should belong** to 
the province. 

The proceeds of the export dirty on rice are derived mainly 
from Burma and in smaller amounts from Madras, Bengal and 
Bombay. As in the case of jute, its origin can Ire traced wuth 
a coiisider-able decree of accurnr'y. The proceeds of this duty 
should be divided erptally between the centre and the provinces. 
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The reveTiue derived from the duty on hides and skins is not large. 
If duties on oilseeds are levied in future, which seems not unlike- 
ly, one-hnlf of the proceeds should l>e distributed to the jirovinces 
of oiigin. The lotal net recci])ts fiom export duti<*s may he 
expecied to amount to about 5 (‘rores. If one-half of this sum he 
transterjed to the y)rovinces, they will gain about 2^ crores. The 
administration of ex])ort duties will, (»f (*ourse, continue in the 
hands oi the ('entral (lovtuiiment. The })roceeds ot imjunt duties 
will hehiiig (‘iitirely to the (Vntral (:h)vej‘ur'ent at the commem*e- 
ment of the new system. Hut, as Sir Walter Layto/i suggests, 
when a fiiithei surplus accrues to tl)e central budget, a definite and 
increasing pro])ortioji ot (Mistoms r'^nenue should be availabh* to 
the ])rovinc(»s. 

AV^hih' the r(*sour(*es thus transterred fr^un the cen^ic* \»ill help 
to give the j)rovinces a goc'd stait on theii* r'^w career, these will 
not be sufheient tor purpos(‘s of ade^iuate develo])ment. Fresh 
resourc(‘s will Indore long be needed to supptement the proceeds 
ot original sources of reveinu . Altlumgh the responsibility tor 
the levy of new taxation will rest wdh the poy)ular ministers, a 
discussion ot the legitimate forms of siudi taxation will perhaps 
be found us(dul. J)iTe(*< taxes arc, trom the j)oint ot view of 

])ii]'(‘ theory, moie e(]uitable than indirect taxes. Hut in the 
existing ('ircumstances ot the country it will b(» an exceedingly 
(litticiilt task to raise a substantial revenue by means f)f direct 
taxation alone. Therefon*, a judicicuis combination of diretd and 
indire(d tax(‘s will have to be made in any scheme ot further 
taxation. 

The most (digible ot all fresh taxes will b(‘ the t*xten- 
sion of the income-tax to agricultural incomes. The existing 
exemption ot agiicultural incomes has a hist(»r\ behind it. 
When an income-tax was levied for the first time in India 
in the year 18(UI, agricultural incomes were included. Agri- 
cultural incomes again formed part of the incomes assessed 

to the taxes levied during the years 1801) to 1873. During 
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the ,yeiirs 1877 — 79, it was found necessary to impose additional 
taxation in order to provide funds ior the prevention and relief 
of famine. Two diUVrent categories of taxation were levied on 
this occasion, namely, cesses on land and licence taxes on trades 
am! professions. When, in 18iS6, the Government of India was 
faced Avitli a (lifficuH financial situation, the licence taxes were 
transformed into an income-tax. Thus, iis this in(‘ome-tax was 
based on the licence-taxes whi(‘h did not fall on the landed classes, 
these classes were exempted from the operation of the In(*ome-tax 
A(*t of 188(). Agricultural incomes had alreaily been subjected to 
additional cesses, and the real object which the framers of the Act 
had in view in exemj)ting such incomes was to make the burden 
ecjual on the dift'erent (dasses of the population. These cesses, 
subse<juently, were either removed or made over to local l)odie8.. 
till grounds of ecjuity, therefore, the exemption cannot any longer 
be defemhd. llesidc's, those persons who derive substantial incomes 
from the land are mere intermediaries, and they are able h) bear 
the burden of this tax. ^’lie yield of this tax is estimated at 5 
crores. The whole of the revenue should belong to the provinces. 

Death duties are an eminently desirable form of taxation. 
They have ))econie an imj)ortant feature of the tax-systems of 
most of the advanced countries of the world. Although there are 
imictical difficulties in India Iti the way of imposition of these 
taxes, such difficulties need not }ye regarded as insuperahle. If 
necessary, tin* administration of these duties may he made ceiitrai, 
hut the proceeds should made over to the provinces according 
to origin. The yield of these duties is likely to vary from year 
to year, and it is not possible to estimate such yield with any 
degree of accuracy. Rut there is no douht that, even if the tax 
is levied at moderate rates, its proceeds will l>e substantial. An 
average amount of Ks. 5 crores a year may be assumed as a 
hypothetical figure of the yield of death duties. 

An excise duty on matches would be a productive source of 
revenue. But Sir Walter Layton’s suggestion that the rate of the 
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excise duty should be tiie same as the rate of the present import 
duty cannot be supported. A hig'h rate of duty may imperil the 
very existence of the match factories. A cautious policy would, 
therefore, have to ])e adopted in the matter. If the excise duty 
is fixed at half the rale ot the import duty, an annual sum of about 
a crore and a lialf mpees may be obtained. There are practical 
diflicuities in the way of taxing** tobacco manufactured in a crude 
form, and serious objecthuis may be alsi urged in reg'ard to the 
nature and incidence of such a tax. Tobacco has l>y long habit 
beconn^ one of the conv<Mitional iiecessaries for the masses of the 
])eople, and any lax on the article is sure to be felt I y them as an 
unjustifiable burden. But an excise on cigarr^ cigarettes and i)ipe- 
to])ac(*o manufactured in factories is both pracii(‘able and desirable, 
^rin^ rate of duty, howt^ver, musi no^. be too high A ivvcnuie of 2 
(*rores rising to 3 c rores in the course of the .lexi ten years may 
lie exj)e(ded fiom this source. 

Sir Walter Taiyton’s p**i)posal to levy a terminal tax tor 
provincial purposes at every railwa;y station may l>e supported 
in ihe special circumstances of India at the present moment, where 
the field of direct laxatioji is far more restricted than in other 
countrie.s. The chief merits ot such a tax are that it is produc- 
tive and easily collected. But a terminal tax has so far been 
j'egarded as a resource for local bodies, and it would be a real 
hardship on these bodies if the Provincial Governments were now 
allowed to encrojich upon any of their limited sources of revenue. 
*1110 way out of the difticulty may, however, be found in a division 
of the proceeds of terminal taxes between the Provincial Govern- 
ment and the local l3odies within whose jurisdiction they arise. 
If the proceeds of the taxes are divided in equal proportions 
between the Provincial Government and the local bodies, the 
provincial jmriion of the yield may be estimated at 5 crores of 
rupees. 

Sir Walter T jay ton suggests that the proceeds of the salt 
duty and of the exclvses on matches and tobacco should be paid 

F. ‘^4 
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into a separate fxind, to be called the Provincial Fund. The 
idea is a good one, but care should be taken to guard against 
certain ditBculties which are likely to arise. The interests of the 
different provinces are not alw^ays identical, and the decisions of 
the majority maj^ in some cases, prove detrimental to the interest 
of the minority. Sir AV alter has devoted much thought to the 
question of distribution of this fund and has come to the conclusion 
that population is the only fair basis. A combination of three 
tests, namely, needs, origin, and population would perhaps have 
furnished the most equitable basis. But as needs are exceedingly 
difficult to estimate, and as origin is not easy to find out without 
enquiries of a very complex and searching (haracter, ])opulation 
may be taken as constituting, on the wdiole, the best available 
basis. 

There is one weak point in the scheme of Sir Walter Layton, 
to which reference is made in the Despatch of the Government 
of India. It is that the application of the scheme to individual 
provinces has not ])een wanked out in dcdail. This criticism is 
fully justified. In fact, it tlie details of Sir Walter’s Scheme were 
worked out in their ajjplication lo the provinc'cs, it w’ould appear 
that, although there would be subslantial improvements in the 
financial positions of all the provinces, considerable inequalities 
would still be found to exist as between one province and another. 
If, on the other hand, the scheme outlined here be accepted, the 
different provinces wwld be placed on a footing of substantial 
equality. Justice should be the main object to be kept in view 
in any future readjustment of finances. Equality, not uniformity, 
should be our motto. If uniformity can be attained, so much the 
better; but in no circumstances should the principle of equity be 
sacrificed to meet the requirements of uniformity. 

The scheme outlined above should be given effect to without 
any avoidable delay. Sir Walter rightly insists that the alloca- 
tion of income-tax should be begun as early as possible. He 
further suggests that, in order to give the provinces a definite 
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idea of their prospective receipts, a time-table should be drawn 
up under which each head of revenue should be transferred 
according to a definite schedule. This suggesiion is a very reason- 
able one; but the Government of India, wliile agreeing in theory 
with Sir Walter Layton that the allocation should not be capri- 
cious, consider it essential to insist that the times and amounts of 
transfer must depend on the judgment of the Central Government. 
It is, of coui'vse, necessary that the Government of India should 
consider their own financial position befoie agreeing to a policy 
of transfer of revenues. But when once this is done, the actual 
transfer must be nia<le according io a d< finite programme, any 
departure from which would be jusiibed only in exceptional 
circumstances. 

It is clear that an augnientaticjii of the resources of the pro- 
vinces is very urgently called for, and for ton' purpose a re-adjust- 
ment of the finances of the country is an imperative necessity. It 
was suggested in my work Pnnuvrial Finance in India that, in 
case it was found im])ossible to give eFfe(‘t to a policy of re-alloca- 
tion without se(*uring some improvement in the resources of the 
Central Governnient, a small ineasuie of additional taxation 
might be resorted to. Emphasis was, however, laid on the neces- 
sity of selecting the new vsources of revenue with anxious care so 
that they might not be felt as a hardship by the people, and it 
was pointed out. that three taxes answered that test, namely, an 
increase in the duty on iinpoited cotton goods, an addition to 
the duty on petroleum, and a tax on the private imports of silver. 
The Finance Member included these additional resources, together 
with some others, in his budget for the current year for the purpose 
of meeting a deficit. He gave the assurance at the time of the 
presentation of the budget that the new taxes would be utilised 
to create a margin which would euable the (jovernment of India 
to give a fair measure of assistance to the Provincial Govern- 
ments in the next chapter of their history. It will not be long 
before the Government of India will be called upon to redeem this 
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promise. Normal conditions will rcd-urn as soon as the constiiu- 
tional problem ivS settled to the satisfaction of the people, and 
there should thereafter be no delay in placing the financial system 
on a sound footing. 

In order that the finances of the country may be properly 
administered in future, it will be absolutely essential to provide 
that taxes should be levied only on the authority of the repre- 
sentatives of the people and expenditure incurred with their 
sanction. For this jiiirpose, the existing restrictions on the powers 
of the legislatures — both central and provincial — must be removed 
and the special powers vest('d in the executive done away with, 
llorrowiiig has so far been a matter of executive action, but under 
the new constitution it should be luouglit under the control ol‘ the 
legislature. The administration of the Finance Department at 
the centre should be entrusted to a popular minister who would 
1)0 lesponsibb' to the (ventral legislature, while the ministers in 
Die ju'ovinces should administer their own finance dejiartnients 
sidiject to the control of Dieir respective legislative councils. A 
Finance (^imniittee should be 'onstiluted in every ])rovince, and 
(he com])osition of the Public Accounts (\>nnnittees should be so 
altered that only elected members of the legislatures may in future 
be elig'ibh' to seats mi them. The powers of the Secretary of State 
should be made similar to those (»f the Secretary of Stati* for the 
Dominions; and sucli matters as the floating of loans and the 
investment of balances — which are in loality agenc.y matters — 
should be transfern'd to the High (’ommissioner. While the co- 
operation and friendly advice of the Secretary of State would lx* 
welcome, his control of India’s financial policy must be definitely 
emh'd. The Counc il of India — which is fast Ixx.'oming an 
anachronism — should be abolished. The finances of the country 
should be vested in the (iovernor (jeneral in Council, and the 
(^rowui and the British Parliament should not exercise any pcjwers 
in regard to Indian financial (luestions beyond what are exercised 
in respect of such matters in the other Dominions. 
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111 (‘oiirlusioji, T desire niu*e agn\j\ to emphasise that the 
^roat problem of the hour is him to impart a balance and a harmony 
to the fiiuuu'ial system of India which have so far been lackiiif^. 
Far too much attention has lieen directed in the past to the 
])rotective side of administration and far too little to its amelio- 
rative aspect. Defoiue and jneservation of internal order have 
been re<^*arded almost as the sole functions of the Government in 
India to the neglect of services on whicli the heaHh happiness 
and iiioj^ress of the people depend. The 'ost essen+ial ufed of 
tlu' ])resent mom(*nt, tlu'r^d'ore, is the development of the nation- 
bnildinj^* servi(‘es. Tliese services beinf>‘ under the cont’ol of the 
Provincial (rovernmcnts, it is ne(‘esS'»rA" fo set them firmly on theii* 
i(‘e1 by ])la(*in<>' ade(jua1e resources at then disposal. Put where 
ar(‘ tiu' funds foi* this ])ur])ose to come fi'om-^ The answe. is — in 
th(‘ first instance, by retreiudiment and re-aPxation of resourc'os, 
and, secondly, b\ tresh taxation. To s(‘ek to im]>os(‘ additional 
1ax(‘s just now will not only intensify th(‘ existing* divseontent but 
aho minimise* the chances of success of the new constitution. The* 
reason is obvious. India has up till lu' v been governed by an alien 
bur(‘aucra('y and the ]>cople have never ftdt that the taxes raised 
Ij'om them have be(‘n sp'*nt for their Ix'nefit. Therefore, before 
any pro])()sals tor fresh taxation an*- put forward, there must not 
only 1)(‘ a jiroper re-adjustment of the tinancial relations between 
l»ritain and India and between the C^entral and Provincial Govern- 
m(*nts of the country, but also a complete chan^'c in the svstem of 
financial administration. Even after these steps have been taken 
soim^ tinn* must (daj'se before the peo])le become (!0^nizant of tin* 
altered situation. Meanwhile, retrenchment must be effected in 
the central bud^'et, the funds thus released being- placed at tlM** 
disposal of the ])rovinces. This re-allocation must bo such as to 
make it ])ossibh* for the Provincial Governments to achieve sufi- 
stantial proofress in the development of subjects like education, 
public health, medi(*al relief, ag-riculture and industry. When 
the people come to realise that the new system of govemmeut is 
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national in spirit as well as in personnel, and that the finances of 
the country are administered in the interests of the people, then 
will it be possible to impose fresh taxation. Once the people are 
convinced that Stale expenditure tends to conduce to their own 
well-being’, they will cease to reg’ard taxation as an evil, and will 
be ready to contribute to the resources of the Government. There 
will thenceforth be no lack of funds for the beneficent activities 
of the State, and the future historian will be able to say of the 
Finance Minister of New India, as Kalidas said of King Dilipa 
of old, 

ft »ft: 11 

“ It was only for the good of the people that he collected taxes 
from them, just as the sun draws moisture from the earth only 
to give it back a thousandfold.” 
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DISCUSSION ON LABOUR TROBLEMS 

Papeiis by Mksshs. D. G. Karv^e (Poona), B. B. Gupta 
(Lucknow), AND B. V. Naiiayanaswamt (Anriunmlai 
IJniversHy).. 


Mr. J. L. Kaina of eTaramii asked Prof. Karve why it was 
necessary that there should he co-ordinatioji of lalx/ux legislation 
in British India and Indian States? Why could not these two 
divisions of India have their own legislat’iuis fs was the case in 
Prance and Germany? 

Mr, Lokanuthan of Madras said Prof. Kaiwe was siuspicious 
of the conventions of the International L^ibour Office. The sjieak- 
er thought that the past experience did not bring him to this 
conclusion. On the other hand India was very slow in keejiing 
jiace with these conventions, 

thought there was no use multiplying Councils and Con- 
ferences. An Asiatic or Indian Council would do no good. Their 
object should be to try to improve conditions of industrial workers 
in India, keeping in sight, at the same time, the good of the 
industry. 

With regard to Prof, Gupta's paper he said time had come 
to collect data. They had not been able to collect definite figures 
with regard to labour. Unless these figures were obtained it 
would be difficult to formulate any conclusions. They ought to 
know how far Indian workers w^ere efficient and how they com- 
pared with workers in other countries. He, therefor(% suggested 
that more and more effort should be made to make a definite line 
of enquiry and to collect true data. Until that data was available 
it was not possible to give support to the proposals made. 
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Prof. T. K. Uoraiswamy lyev of Anuainalai University a8ke<l 
wliy so much emi)hasis should be laid on ihe International Labour 
Oifieo. One felt some anxiety that the develo])ment or improve- 
ment of labour eonditiims should l)e through external forces. In* 
other eountiies of the world the imi)ulse for 'imj)rove.ment of 
labour eonditions came from within. Ihof. Karve had said India 
should have some kind of Council. An Indian Industrial Council 
was very imi)ortaui. Thc^y mig’hi study conditions iji foreign 
countries but nothing (‘ould be done with external help only. 4diey 
should study why labour wages in India wcue low. The* wages 
of industrial labouiers were low veuw laigcdy on a(‘connt of the' 
fact that agriculture' in India was disoiganist'd. The' labourcus 
foi' industries were taken from among the agriculturists and so 
long as agriculture was not improved he* did not think there was 
an> ])rosj)e(;t of lm])rovenunit in the conditions of industrial labour. 
Much (jf the mischiet in India, ii)» spite ot their Confcuiun es, was 
largely due to tlic^ fac+ that tht*y did Jiot view e<a)non]ic j>rol)lc‘ms 
as a whole. There was no co-oidinatc' attempt. Ikiiikiiig would 
have to be developed and they could not ch'velcj]) indust lies with- 
out rc'-orgaaiising the tiscal policy. 

llliagat Ishai'das o1 Jvainne reftnic'd to ex]>eriments in, Kash- 
mere {State of diverting tlte timcL collected in (Jharitable Institu- 
tions for the bett(*rmeiit of trade and industries. lie said there 
were immense rc'sources liidden in cdmritable institutions which 
could be profitably utilised for the iui])rovenumt ol economic 
conditions. 

Mr. V. Iv. K. V. Rao of Wilson (kdlegc', Ronibay, said labour 
in India was very largely luiorganiscid and the existence of inter- 
national labour organisation was godsend to labourers of India 
who w^ere not sufficiently organise-d and were unable to assert their 
rights. He condeinned the slackness of (joverument of India in 
not introducing several of the conventions of the International 
J.ulK)ur Office. 

Prof. V. (L Kale of J*oona said the attitude^ of Mr. I). G. 
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Karve had Ix'eii in isiiiidei stood by some of those preiseiit there. 
The eonveiitions of the Laboiii Ofti(*e should be eoiisidered from 
Ihe point of view (d Inrge uaiional interests. As it was, it was 
difficult to start indnstii*\s owing to diflieuliies of scientific* and 
technical knowledge, lack of ca]ntal and facilities for free com- 
petition, and if on behalf of labour (*ertain extravagant and im- 
possible claims weie made, which were not likely to be satisfied, 
theie was no ho])e of industrial devehumient of the country. In 
the inteiests ol laboui*, therefoic‘, 't vva.*' m'cessaiy that the* e(*o- 
nomists asscunblcMl should tijkc ]‘ro])er noti(*e of ttu» ])roblems. 
They ought not to iie j.aitisans of c ithen one seition in tie* country 
or the othei. 

lletening to Mr. (ru]da’s ]a|)er, lbi>f. Kale said there was a 
large floating agi iciiltural unemployed ])opnlation that cc uld not 
be coniined to village's. Moieeivc r tie- ]>opnjat Ie)n was ine*re*asing 
and the^ incomes e-emld not kc'ep paee witli the'- incre'ase in ex]e.»ndi- 
ture. So lal)oui had tec le-a\e* the* village's but at the same time* 
tlu^ e*e)neliiieins ol labeiui in large' c ities were not satisfac tory. They 
could not say that l.ibour should not be' alle)^^eel to migrate. So 
they sliould try to imjji’ove the' e-onditions of agricultural labour. 
Ill this ] c'riod ot transit iem labour elicl not know where to go and 
the manufae-t nrc'is were* complaining of absc'iitc'es and inefficiency. 
They had to take laboui- in India as it was and make Ihe most of 
it. The sj-eaker agreed with the' obsei vat ions of Mr. Doraiswamy 
Iyer. 

Doctor IfaJkri^he'U of liiijaram ('ollege, Kolha])Ui*, ])oiiited out 
the following passage in Prof. 1). (x. Karve’s paper: 

“ The activities of Moscow which deserve nothing but the 
most summary lejnidiatioii at the hands of the c'co 
nomists . . 

and said Moscow (xovc'rnmemt was carrying on a most imjiortant 
experiment on socialistic lines and it was not fair for an economist 
to condemn it. An economist should keep an open niincl. All the 
theories of Eiitish scientists stood condemned today and even 
F. 25 
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theorieH of the (German S(*hool of thought might not stand the test 
of truth. The economist could not stand for the one or the other 
theory. The spc'akei suggc^sted that the?* abovementioiied passage 
should thcnelore be ex])unged fiom the paper. 

With regal'd to Mr. (iupta\s jiaper he refcM’red to the words 
“ vieiouM Ibinjabi Mom^vlcmder and asked whether or not by 
Ibinjabi was nu'ant a Uathan, as, so far as the speaker knew, very 
few Punjabi moneyhmdcM's wcue carrying on tludi* business outside 
the J bin jab. 

Mr. Kalc^ intervening here said tliat the word Ibinjabi meant 
a Punjabi. In his ])art of ilie country tin* Punjabis were earrying 
on their money lending businc^ss. 

Concluding Doetoi* llalkrishcMi a.sk(*d Mr. (iupta whether in 
addition to the rc'incMlieis suggc'sted by him in his ])a])(*r tln*ie w(‘re 
not other ri'inedies to ameliorate the*- lot of the labour(‘i . 

Mr. J). 11 , (ladgil ot (lokhale Institute, Pooiui, said whatener 
im])rov(‘m(‘nts in labour eonditicuis in India had tak(»n })lae(‘ wcuo 
the r(*sult of external infliumec's. As long as Indian labour was 
not organis('d and govm nim*nt was not jin'pared to b‘gislate tor 
the benefit of labour they would have to d(*p(md on c*xteinal in- 
ti ueiiees. 

Ml'. J. AY. ^riiomas said tin* employ(*rs in India eould look 
after thc*msc*lves, but for flu* ann*lioration of tin* lot of the labourers 
satisfactory trade union organisation was t*ssential. Th(*i’efor(* the 
ccmtral ])rcd)hmi tln*y had got to face in the industrial develo])mc'nt 
of India was how to d(‘V(‘lo]» a satisfactory trade union organisa- 
tion. 

Too inuc'h (*m]duisis had been laid on sjiwial dift'erenees rather 
than on eommon features of humanity. Tin* problmn was how 
lead(*rs c*ould be grown from the i-^iinks of labour and not from 
outside*'. Until that were*- aehievc*d he was v(*rv doubtful that 
there was going to be any satisfaetory Trade Union mov(*ment in 
India. 

Mr. A. C. Mukerji of (Jordon College, Rawalpindi, said illiter- 
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ary was the main cause of the haekwardiiess of Indian laboiii*. 
They could wait for coiifereuci s but they should make an imme- 
diate start with the j)roblem of cnlucatin^* Indian labour. 

Replying* to ihe debate Mr. Karve said what hoi had suf>’^(\sted 
in his ])aper was that as in many olliei* cases of lejT’islation so 
also in the case of laboui' loo-islation some sort of co-ordination of 
law ])revailino‘ in States and British I?idia should be made. 

With regard to the vi(nv of Mr. I^okanaihan that Conferences 
should not be multiplied and the atf^tude ‘d suspicjion rega.rdinj** 
outside influcmces should not bt* raised, the s])eaker said he did 
not h(dd brief for any one class or tlu^ otlnu*. Thc^y should go 
(‘autiously with regard to ("xt('rnal (demeninS. Tlu'y should have 
so inuich co-ordination with Indian londitionr. on the one hand 
and tin* sug,<>‘est(‘d h'gislation on tin* other. 

n’pudiated tlu' impb mI '!Ugg^\stion that his motive was 
to ])ut U]) capitalists against lalnnir. What he wanted was co- 
ordination of all th('. int(uests in the* country with the external 
influences. 

Referring to tin remarks of Dr. Balkrislnm, he said h(» be- 
longed to no school of thought. What he had alluded to was the 
communist activities in India and not in Russia. He was aware 
of the *great importance of the big ('xperiment being made* in 
Russiai a, ml he was (Uitircdy at one with Dr. Balkrishen in keeping 
his mind o])en. 

Doctor R, B. rTU])ta re]>lying to the debate exjiresst'd agree- 
ment Avith Mr. Gadgil that the figures of absentecusm prc'sented by 
employers wcue vitiatcnl to such an -extent that they tended to 
ac'centuate the figuies of unemploymcuit. 

Tie told Dr. Balkrishen that in his ])ai)or by the word Punjabi 
moneylender he meant a Runjabi moneyhmdc'r and not a Pathan 
monc'vhmder. In tlu' TTnitc'^d Provinces a large number of Pun- 
jabis, caiTving on moneylending business, had been seen by him. 

He believed that the only solution of labour problems in India 
Avas projier education of the labouring (dassivs as Avell as develop- 
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luent of trade unions of the right type. In this he agreed with 
Mr. Thomas. 

With regard to th(' (jiiery of Mr. llao as to whether there was 
imjdicit understanding hetween Ihe labourer and the employer 
with regard to inininunn uages, he said labouKus were mind) too 
illiterate to ha\(* any such detinite understanding amongst them- 
selves. Jt was triK* tliat in sinm* eases the laboiiirers were billing 
to accept any sum oiT(U*(‘d to them as wages. This was due to the 
la(‘t that many labourers nould otherwise have to face starvatioii. 

He agreed witli Urof. Doraiswainy that the agricultural 
labourers were getting low wages which was due to the increas- 
ing pressure on land, imrease in popnlalion and unprofitableness 
of agriculture. 



DISCUSSION ON CENTRAL 1 RORLEM OF BANKING 


Papkks hy Mkssps, V. J. Thomas (Madras University), 

11. Si Ml A (Calf'utta), AM) I). Pam (I-iiicknow 
P^iiiversity) . 

Mr. (Tihablani of Dtllii said he dih'ered with ihe view of Dr. 
Thomas that tlie eeiiiial «.i<d)lenj ol banhinj;* in India was the wide 
disparity between tin* f)ank iat<' ami the market rate. He tpioted 
from a refioil of the (^mt^ller ot t^irieney in support of his vie^^ . 
He said in Delhi even in the busy M'ason — Maridi ami Apul, 11)29--- 
the maiket lale was lower than tin' bank i.tf. He n warded tin* 
bank rate as nndidy hioh iom 0 | ine^^ that it eould be reduced 
considerably. 

The speaker* said Dr*. ^Tiomas did not (lalte understand wh> 
thei(' ejis differenee between the <>'r‘ 0 ‘-s rate of intruest and the net 
rate of interi'st. Of course the maiket rate ot interest could not 
be 'sery much lower* as it was (harf. 5 *ed on loans ^eTn'i*all\ '’iven 
without any set urit \ . Tin* bank ratr* wrrs based on security, and 
the\ could not bast* banking* on non-scciirity and non-recovery. 

Th^' s[)eaker Inrtln'i* ad<leil that Dr. Thomas had told them 
that fndiart farmer* bor*r*ow'e<l inostlv for unj roduc t ivr* pur])f>ses. 
The (Vmtral lb'ovin(*es Pankinn- Ern|uir*y Committee had corrn* to 
the coindusiori that ()9 pc'i* rent rrl tin* rb'bt was for pr*oductive 
pui*]H>ses. The evid(*nc(' I'l'orn other* provitn es also showed that the 
f)ulk ol loans W f’rr' tor* [irotbictivr’ purpose's. '^JTie real per uliarities 
of the aprieultiifral (b’hts ser'ined to be that tfie debts wr'ie not 
lai>;e. Thev were, however, really lar<»e in relation to the irnnme, 
yield and rapacity of the larrd. 

Piinei])al Tatinan ol Bonrbay said that Mr. ("hhablarii had 
made a ‘’■ood deal out of the poirrt r)l disparity betwrM'U the ratr's 
of inter (st. He thought Dr. Thomas had j.robahly taken into 
consideration the money markets ot Bombay, Cah utla and Madras 
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only. The high rate of interest in India, was due to the lack of 
capital. If tlu» wealth of the ])e()])le of India were (onipared with 
the wealth of the ])eo]ile of other countries of the world it would 
he found that th(*re was dearth of ca])ital. There was also inade- 
quacy of saving due to th(‘ la(*k of hanking* facilities. The hanks 
in India had heen mainly those of foreigners, and it did not ]uiv 
them to oj?en hjaiielies in c'omparativcdy small towns. Another 
reason, which was most important, f{)r the high rate of interest, 
was th(* currencv and (‘xcdia.nge policy of tin*' (jovcunimmt of India. 

Il.c^ferring to Dr. PanUs pa])er the sj)eaker said that of course 
the financing of hrain was possihh* in India too oidy it two ])ersons 
ronid he found to pay premiums on the life-])olicy. 

Mr. Doraiswamy Iyer referring to the ])a])('r of I)r. Thomas 
said tln» cential defect in Indian hanking was tin* ahs(‘nc(' of )>i()per 
kind of organisations with a view to hring together <he funds 
scattered among Sahukars, Chetties and Mahajans. In India the 
loanahh’ (apital is latgely drawn from (he Sahukars, (^ln4ti(*s and 
Mahajans and not from the geneial puhli(‘ as elsewlnuc*. Herein 
lay, according to him, tin' dc'iect and tin* ri'ason for the high rate 
of interc'st. If Indian co-opf*rative movement, which was suitahle to 
the villa geis, had failed to achi(*ve its ohject, tin* iacrari loans 
could not function. Tln'n' mmst lx* something wrong in t he'villagf* 
system. There must he ahsence* of solidarity wdiich would have 
lo he tackled diiectly, and if the co-operative movt'inent had been 
found inetfective then the morality of the ]>e()])le would have to 
h(* improved hy nic’ans otlu'r than improvement in hanking. 

Mr. Vakil said tlnue was confusion as to what was the (cntral 
problem in Indian hanking. The most im])ortant problem in In- 
dian l)a liking, from the ]H)int of view of a large number of ])('oj)le 
in a district, was to co-ordinatt* tiie work of the indigemous 
hank(*r with the hanks. It was a (piestion of making indigenous 
hanker umh’rstand that if lu' modernised his business it w^ould he 
advantageous to him and to {he country. How to do that was 
the problem. Ways apd means should he found for the indigenouH 
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banker to lealiwe the aims of the eo-operative movement and to 
induce him to cc>-oj)eiate with them. J^liminating the indigenous 
banker would not solve the j)roblem,. From his exi)eiie'nce the 
speaker found that the eo-oi)erative society was an additional 
Sahukar. The co-operative society instead of eliminating the 
Sahukar was encoiii aging him. 

Dr. J. (). Sinha of Dacca, said the central problem of Indian 
baiiking was not the disparity Ixdween the rates of inleiest but 
the lack of link between the Hank. a»ul the Sahukars. At present 
the source of link was the endorsing* shrotV. It win a very diffi- 
cult ]>roblem to tackle tin* que.stion of linking. It wouhl be difficult 
if they looked at the conservative <*haiacter of the Indian shroh. 
The shrotf (*ould not easily ( onu* in line with the modcwn banking 
methods. One thing tliat w^as necessary was that the wiiole ])sy- 
chology of banking methods should be (dmnf‘(‘d. “ If w’e want to 
have a link th(*n we havi* to make these indigenous bankers agents 
of some big lianks.” 

Dr. ^JTionias tlnm replied to the debate on his pajier. He 
said Ml*. (Tihablani w^as wrong iii assuming tlia.t tliere w'us no 
great disparity between the bank late and the market rate of 
int(*i(*st. Mr. Ohhablani might lx* talking about his own jiro- 
viine. He agrt*e<l with him that there was great deinand for 
fumls for agricultural o[)(*rations. The people were not in a posi^ 
tion to use credit nowadays. It was (juitc* true to say that loans 
foi* un])r()du(*tive purposes were more than for produ(*tiv(» })ur- 
poses. 

Dr. Hunt in replying to the statennuit of Mr. Tannan said 
tliat ('vcn if two p(*rsons were prepared to guarantee tlie jia.yment 
of premium on tlie life-])()licy taken by a. |)erson no bank would 
give loan on the entire sum insured but only on the amounts al- 
ready paid as jiremiums. 



DISCUSSION ON KKOULATIOX OF HANKS IN INDIA 


K iJV PKIN('n*AI- M. ].. TaNNAN ok I'HK. SyDK.NHAAI CoLl.KGK, 

( Homhjiy) . 

Proi. \ akil of liouibay opening the debate said he would like 
to eniplia.^i.se llie suggestion made by Mr. Taniiau, namely, that 
some (‘(iiitrol should exist over foieign banks. The eontrol 
should not mean that tlie foreign exchange banks should be 
asked to pack off. The ])osition was this. India had 
in these* foieign banks deposits to tlie value of about seventy eroies 
ol lujiees. So it was (|uite tail to have some sort of eontrol over 
them to ensuie that, due to some (alamity at their head offices, 
the Indian di'positor wcaild not suffer out in India, d'liese ioreign 
lianks lield the moiiojioly of Indian ioreign trade, d’here was not a 
singh‘ Indian Joint Stock ('ompany to stand c()m])etition with 
them. JMie tinu* had tlicielort* ariived that an aimosj>h(M(' should 
be created by w hi< h suHicimit im])elus should be given to th(» suc- 
cessful woikiiig of Indian Joint Sto<*k Conijianies in tlie held of 
foieign tiade. Jdiesi* loieign joint stock companies commanded 
eighty p(U cent (>t tin* ioicign trade of India and they emouraged 
foreign commeicial houses. If the light atinos]djere for the deve- 
lopunent of indigenous excliange banks weie created by certain 
restiictions on the foi(*ign banks, India would have a number of 
successful Indian Joint Stock Hanks doing foreign tiade. This 
would al>o encourage the o])ening u]) of Indian commercial houses. 

Mr. Chhablani of Delhi (omplained that the Joint Stock Jlanks 
drained away money from non-industrial centres and spent it in 
three ]>iesidemies only whiidi had industries. It should be laid 
down that a C'ei'tain perctuitage oi money cidlected fi'om (’ertain 
centres must be spent theie. 

Mr. Tannan replying to the dcdiate referred to a statement 
made by an earlier speaker that in India they had to carry on 
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their trade in £ sterling'. He explained how that was happen- 
ing. Ho said if a Continental merchant wanted to purchase an 
Indian commodity he would arrange w^th an Accepting House in 
London and it was for that reason that a Continental firm would 
pay in £ sterling, because the continental merchants did not 
have sufficient confidence in the banking firms in India. They 
were, therefore, not i)repared to have any direct dealings with 
Indian firms. The Indian menduini had to make arrangement with 
an Accepting House in London to arrangi for thc^ ahij)ment of 
goods from the continentid merciiants whose bill was thus drawn 
on the Accepting House in JiOndon. 

The speaker did noi agre<‘ with the sirygestion of Mr. Chha^ 
blani ihat a certain ])ro])ortion of ^‘cllectod by a bank Ttuist 

be invested in th(» area from which those funds wore collected. 
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DISCUSSION ON INDUSTRIAL BANKING 


VxvvAis \^Y Mr. V. K. R. V. Rao (Bombay), Mr. Lokanatiian 
(Madras), and Dr. J. C. Sinha (Dacca). 

At the lequest of the President, Mr. M. L. Darliiij^, who was 
})rescnt amoii^- tlie aiidioiice, made some obseiwations. Mr. Darling* 
said the major problems of industrial fiiiam e had not arisen in 
the Piiiijab. The Government there had touched upon the prob- 
lems of financing cottage industries. They had estimated that 
the output of the Punjabi weavers was about four crores and the 
number of weavers was in the neighbourhood of two lakhs. So 
lar they Jiad been able to organise about iwo hundred societies 
for weavers, lie did not know* whether any of the methods sug- 
gest(‘d by the speakers would help them in the Punjab. But he 
felt very strongly that the basic iacdor of every kind of finance 
was sound business character. The depositor or the investor want- 
ed to find out wdietlu‘1 his money was safe and would yield return 
and tln‘se two things were (hq)»*ndent uj)on the character of the 
industrialist. 

Prof. Doraiswamy Iyer said a. good deal of emj)hasis had betm 
laid on the absemo of banking facilities as if it w*ere banking 
facilities alone that Avere rt'sponsible for the lack of industries, lie 
felt it w as not the absence of banking facilities that Avas responsible 
for industrial ])ackAvardness. What were the kinds of industries 
wdiicli required finance? They w*ere i)rincipally Cotton, Jute, 
Iron, and Steel, One could not say that there aaus absence of 
banking facilities for the development of these industries. But 
banking facilities to tlnun could not bo supjdied by opening iiidu.s- 
trial baJiks avIjicIi required government guarantee. And the 
(TOA^ernment w*as not prosp(u*ous and the general tax]iayer could 
not be called upon to guarantee finance for an industry in the 
promotion of Avliicli no adt»<pia.te capacity had been shown. 
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It was not the German hanhnhfj that had been mainly res- 
ponsible for the development of German industries but the German 
capaciiy for invest i«‘ation, hard work and the j)resenee of a large 
number of experts. Harking was an accessory rather than a pri- 
mary factor. If there was sufficient grit in the industrialist and 
he inspired contidence he could easily find money. 

Mr. Gadgil said there w^as no question of the relative impor- 
tance of the dift*er(‘nt factors res])onsi!de foi backwardness of Indian 
industry but that theie were certain deficimicies in the banking 
structure and the question befo'e the Oonfcxence was how best 
to remedy those deficiencies. According to Mi. llao’s scheme the 
State should give aid to the existing Indijo) banks and thus give 
their activities an industrial bias. Tnis aid seemed to him to be 
a weakness in his schenne. 'Fo him it st^emed that it was ([uite 
reasonalile to ex])(‘iim(*nt with an AU-India Industrial Bank but 
to giv(‘ tile existing banks State aid wnmld nnain that they \vould 
be jt*o])ardjsing the natural grovdh of industrii's. 

Mr. (dihal)lani said In* wnis ])essimistic about Ihi* success of 
industrial banks. Mr. Darling had touched the v(*ry root of the 
matt(*r. ddie syieaker was rather alarmed on the jirospect of having 
yiroviiK ial industrial banks. He doubted the wisdom of having 
om' bank but the speaker had suggested so many. He* deyirecat- 
ed the idea of having provincial outlook in tin* matter of indus- 
trial development of India. Such a (‘ourse 'would create* conflict of 
economic interests which >vould really mar industiial d(*velopment . 
For examyde, it >vould be deyilorable to see* the* Beimbay cotton 
industry ru ineel because^ eif che»ayi cayiital being give*n by Maelras 
or th(> Punjab Ministers to cotton mills in Madras and Punjab 
resjiectively. 

Principal Tannan said Prof. Deiraiswamy lyeu- sc'emed to think 
that as far as industries 'were conce*rned (*ay)ital wuiiild free*ly come 
in. He eliftered w'ith this view. Fven the Tata’s had to raise 
mone*y at a veiy high rate of inte*rest in London. There^ wm-s 
really a shortage of cayiital for industries. All the* three* gentle- 
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men who had read papers had admitted that. Therefore the prob- 
lem was how to find more capital for financing industrial under- 
takings. lie did not think that it was possible for the existing 
banks to take up the question of financing industries. The capital 
of Indian banks was too small even for financing commerce. There- 
fore they could not be expected to take up the finajicing of in- 
dustries. The speaker ]u‘rsoj]allv felt inclined to support the view 
of Dr. Sinha tliat they should have an All-India Industrial Bank. 
In India there was lack of confideiu'e due very largely to lack of 
education. How they could expect to buy shares or debentures 
when they did not know the difference l)etween shares and deben- 
tures?' If they wanted to be able to raise money for industrial 
development the people must have a little more education. 

Brof. Kale said that one of the speakers had said that indus- 
tries in India were sufi'ering from lack of facilities both in regard 
to fixed and current capital. So far as his expeiience 
went with regard to banks and protection for industries, he had 
foxind that the industrialists were comjdaining of the lack of 
working cai)ital. Even the nuddle class and tlie small capitalists 
were feeling the pinch of the diffi(*ulty. In addition to the All- 
India Industrial Bank, it AAould be necessary, in different i)ro- 
vinces and ]mobablv in districts, to have industrial banks to meet 
the re(]uirements of those particular places. It went witliout say- 
ing that Indian industrialists were suffering not only from lack 
of fixed capital but also from lack of working ca])ital. lie did 
not think that there was any lack of capital as such in the coun- 
try. They all knew that whatever savings there were in India 
they were not really inolnlised, but the trouble was that that 
capital could not be had at a rcsasonable rate of interest. 

Mr. Rao in re])ly to the debate said that he had fully expect- 
ed that the economists would not take up his scheme as econo- 
mists generally were conservative peojde., D!r. Sinha had told 
them that India should have industrial banks of the type which 
Tapan had but he had not told them how to raise capital for that. 
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If they got State aid for that hank it would mean State Socialism 
which the siieaker doubted if anybody would wish to see. 

As regards the speaker’s suggestion for State aid for creating 
bias in favour of Indu'^^ries in the banks he said if the existing 
banks were b> have industrial departments they might not be in 
a position to have all the industrial experts and in order to enable 
them to have these experts State aid would be necessary. 

Mr. Lokanathan said there were ccitain advantages for ha\- 
ing industrial banks of all-India, cha{ac^e»* The jirovincial banks 
could cc>rtainly be started, lit*' emphasised tliat he mwcu‘ said that 
State subsidies to juovincial industrial uanks should be on ])ro- 
vincial basis 

Dr. Sinha replying said that Mr. Chhablani doubted whether 
th(^ industrial banks would be aide to raise capital. The ‘ndustrial 
bai’ks would, said the speaker, act as intei mediaries between the 
invesiors and the (;apitalists. These banks would have the exj)eri 
staff to examine proposals of industrialists and would give* expcM't 
c])inion to the investors regarding the investment of (‘apital and 
thus attract capital. 

He agreed that for short-term cai)ital the techni(jue of the 
jiresent banks could be improvcHl. The real difficulty was how ilie 
long-term ca])ital could be securcMl and for that reason they want- 
ed industrial banks. 



DISCUSSION ON TITK TllKOllY OU DISTIMBITTION 


PArKKS ]»Y Mks.sks. I. M. Kapoor (Lahoiv), and Y. L, D'Souza 

(Mysoio) , 

On an iiiviiation from the Presideni, Mr. Manoharlal of l/ahoie 
said ill lli(‘ study ol f coiiomies Man ’’ did oi’ciipy th(' central 
]K)sition. Plot. Marsliall had said that the Science of Economics 
'was th(» study oi man and his m*eds. 1T(‘ had (miphasised Man 
as hein^‘ the ccrntrc* of study, particnlarly so in the Theory of Dis- 
''rilnition, Tin* School ol Prof. Marshall had thron^hout adhered 
to this idea, Av]i(‘ih(*r it was a (piesiion of risk-hearing’ or reward 
lor deferring’ enjoymciii. In oilier words, ihe sliares in distri- 
hution, accordino- to (\imhridf»e Economists, had not fallen into 
the la]) of (‘ertain abstract hard inpiersonal things or inlo Ihe lap 
of abstract cajiital. Those thino*s w(u*e nol thought of any lono'er. 
The (jiK'slions durino- the last twenty years (‘iioa^'ino’ the Eco- 
nomists w’erc* “ ho\v (‘ould man shak<^ oil the miseries by which 
he w’as surroundc'd and how could he become better off?” Tin* Avell- 
bein^’ and AAelfare ol man in society was the critical concejit. 
They oii^lil to oo ahead in this country with problems which re- 
lated to the Avelfare of Indians working* in society without nndue 
attention to verbal controvc*rsies on theory. 

Mr. (xadoil said by the Theory of Distribution they meant 
diilerent thinc^s at ditfercmt times. If they realised that, all the 
confusion Avoiild oo. Doctor Oannan had chnrrly said that in tin* 
consideration of j'crsonal distribution functional distribution Avas 
not irrcdevant. Doctor CannaiPs contention came to this, that 
land was limited, but Avith the develo})ment of transport and open- 
ino‘ up of colonies, etc*., land was no lonoer limited. 

From the other ])oint of vieiv could they say in the matter 
of national labour that land was not limit(*d? Was it not so that 
the increase in population must be borne by the land India bad? 
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liidiiuis could not oo to Canada or Australia. For the calculation 
ot lndia\s ])rodiictivc resources they liad to take into consideration 
the existing* land onJy. And if that was so they were entirely 
justified in sayinf>‘ that land was an agent of production and was 
largely restricted. Therefoie they must coiisider the return to 
it as being (fiffert at from the ref urn fo capital. 

Mr. 1). N. Jlhalla of l^ihore said there was no particular sanc- 
tity attached to any ])‘irticiilar classi^cafion. Vavious classifica- 
tions could he brought into eyistence foi certain sj)eclfic purposes. 

When they got on if^ the consideration of ]>robiems of taxa- 
tion or government ex])enditure or with wider ])oli'*i^‘s \ ith regard 
to tlu' solution of the problem of aUHiuali^’e.'' o1 im-onu' and their 
(‘hcH'ts on social w(‘Har(‘ tin* disti? ctions and elassifii'ations pi‘o])os- 
ed by Prof. Iva])oor would be heljitul. 

T]ier(' was not nuicli strengtli in M’*. ll iiioor’s argument for 
doing away with th(‘ classification i)r(/])osed by classical economists 
on the ground that in c(*rbiin res])ects all the agents of ] nod ac- 
tion luul similar characteristics. There could be no clear line of 
demarcation in the classification vif any organic or inorganic 
sti'ucturcvs. Doctor iVlarsliall had made that clear and laid cm- 
jihasis^oii it showing how income known as “ i)un' ” rent of land 
shaded otV gradually into a normal return to floating caj)ital knoWn 
as interest, as tlu» cdrc'umstanees reguiding thc‘ suj>j)ly of an in- 
strument ot production were gradually modificMl. It was this 
gradual shading off tliat made him jiropouiid thc‘ theory of cpiasi- 
rent as lying ])etweeii and j)artaking of th(‘ ])roperties of rent of 
land on the one hand, and of normal intcuevst on ('aj)ital on ihe 
other. 

Mr. Jfhalla further ])ointed out that if sim})lific ation was 
sought it might he in the clirec'iion of lumping togedheu' of ca])ital 
and organisation because very oftcui th(‘ twO' occurred in such 
close assoc*iation that it was almost impossible to isolate the 7'(»tut*n 
to the one from the return to the other and not bc'cause the two 
wore Jiot logically distinguishable from each other. 
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Prof. Kajioor in reply said oven Prof. Cannan said that nd 
student in the Oolle^e deserved the B.A. degree unless he had 
intinuite knowledge of I3r. Marshall’s theories. Prof. MarshalPs 
book gave treinendous exercise to the mind of students. It would 
not be claimed by anybody that Prof. Marshall had said the last 
word. If Prof. Marshall’s ideas were given to tde students they 
would attract criticism. 

As no ciiticism was offered on Mr. D’Souza’s pa])er he was 
not called upon to reply. 



msCtJSSION ON THE TEACHING OE ECONOMICS 

Paper by Rao Sahib Kesari Singh Panchot.y, read by 
Mr. U. N. Bhalla. 

Mr. N. C. Uaruwala of Ludhiana said he had started the 
learning of Economics at the Bombay University and finished it 
at Cambridge. He agreed with the authoi of the paper with re- 
gard to his suggestions about ihe collection of data. Statistics 
had made Economics a dull subject. As regards the teaching 
of the subject, so far as tj3 3 Puniab Government was 
concerned the subject was not taught at all in the 
Intermediate Classes. He did not know why the Government 
was against the teaching of this subject at that stage. 
He made an appeal to the Government to introduce the subject 
in its intermediate colleges paiticularly because the University 
had recognised the disability of doing so in the syllabus of the 
Intermediate Examination. 

Prof. Chhablani said the real difiieiilty in India was that 
the teachers were not giving enough time to specialise in parti- 
cular branches. The very data on which the studies in Eco- 
nomics were .based was so changing that a man, in order to teach 
a class, had to do enormous amount of work every day. Then, 
again Economics was not receiving a fair treatment so tar as 
equipment was concerned. He agreed, however, that the equip- 
ments of this subject were costly. For example, if a re])ort of 
the Banking Enquiry Committee was needed they had to spend 
as much as Rs. 200. He suggested that the question under dis- 
cussion should be adequately discussed at a formal meeting of the 
representatives of al the Universities in India. 

Continuing he said that there was an impression in several 
universities that the larger the number of outside examiners the 
better. The result was that sometimes the teacher was specialis- 
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ing in one direction and the examiner set his papers in tte othfer 
direction. ‘‘If you. have appointed a particular teacher with a 
particular standard you have to trust him/^ 

Mr. Doraiswainy Iyer said Economics was a new subject and 
Consequently particular universities branched otf in particular 
directions without co-ordination* There might not be standardisa- 
tion but there must be some kind of understanding of the way 
in which the saine thing shouild be taught in a particular way. 
One felt that in the organisation of the teaching of Economics 
a great deal of importance ought to be attached to j)roper study 
of theory, but at ten lion should also be devoted to juactical side. 
The writer of Ihe paper however laid far too much stress on the 
j)ractical aspect of the study and seemed to minimise the value of 
the study of theory and the study of a. large number of books. 

Mr. I. M. Ivajioor said he noticed a tendency among the 
teachers to make the subject easy in order to make it jiopular. 
His own view was that by making the subject simple they would 
make it shallow and consequently useless. They should teach the 
students wliat was right and tell them how to sift right from 
wrong. They should give them examples of Economic Eallacies, 
like the term “ utility and tell them how to correct them, 

Mr. Lokanathan said in the Madras University they did not 
lay much emphasis on field work, not because field work was 
less important but because at the graduation stage the training 
of the mind was more important. He felt that whatever other 
deficiencies the Madras student might have he had not been found 
wanting in the proper handling of economic problems. 

It was not possible to form any correct notion of the whole 
course of Economics unless they took the curriculum of I'lconomics 
in a particular university as a whole. In the Madras University 
they had not got the M.A. nor the Intermediate Course in Eco- 
nomics. He thought that it was to their credit that within three 
years they were abb* to create such great interest for ihe subject 
among their students. 
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The association of History and Economics was not altogether 
the only form of combination that they could think of. He 
thought that it was increasingly realised that the student could 
not learn hkonomics unless he had come to the ITiiiversity equipped 
with general knowledge in other sciences. So in the reorganisa- 
tion that they were seeking ihey should not say that only the 
history student should take up Economics. They should welcome 
co-operation with Mathematics, Statistics and other sciences as 
well. Only on a sound scliool education could they build up a 
sound school of Economics. 

Mr. J. W. Thomas said, noi having been long in India, he 
could make remarks only which could n.jt be taken as conclusions. 
He said there was no specialisation of Efo.iomics in the TTni^er- 
sities. The impression left on him as ilc* result of atieuding three 
of these conferences was that every man "ame to the Conference 
thinking that he was competent to s])eak on every subject 
(applause). 

They needed students who had good grounding in certain 
general subject for building up in them sound knowledge of Eco- 
nomics. A good grounding in English, Mathematics, Geography 
and History was probably essential. The speaker opined that 
one of the most deplorable things in the TTniversity system was 
to set certain books to students and to ask them to read those 
books and to tell them that they would be examined on them, 
with the result that students nere encouraged in unintelligent 
cramming. 

Mr. Anwar-ul-IIassan, of 8. E. College, Bahawalpur, snid at 
the present time the study of Economics was theoretical hut 
this should not lead them to believe ihat there was any kind of 
stigma that attached to the students or teachers. It was due io ihe 
shortage of teachers that they had to specialise first in the theory 
of Economics. Later on they would be in a j)osition to take up 
])raetical work in Economies. It was not due to any kind of 
ignorance or slackness on the part of those conneefed with Eco- 
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iiomics that they were not able to take up practical study of Eco- 
nomic problems but because of their limited resources in teachers. 

Mr. V. K. R. V. Eao said the impression had been created by 
the paper read before the Conference that the Bombay University 
g‘ave a subordinate place to Economics. He said almost all the 
students who appeared in B.A. Examinations took up Economics. 
In Bombay there was a combination of the theoretical as well as 
the practical aspect of this Science. 

Prof. Kale said one of the difficulties was that the profes- 
sors of Economics had no control over the syllabus prescribed by 
the Universities. The second difficulty was the deficient material 
(students), with which they had to work. If the student was 
tauf^ht ill the schools to cram his books then it was very difficult 
to induce him to give up that habit. But in spite of these diffi- 
culties the professors should do their best and it was desirable 
that they turned the searchlight inward to see if they could not 
improve themselves and their methods of teaching. 

Moreover there was the difficulty of not possessing good 

libraries. The best thing to do in the classroom was to point out 

the differences between the the</ry of Economics and the practical 
economic life around them. 

Rai Bahadur Sunder Das Suri of Lahore said the Punjab 
University had introduced Economics in the Intermediate stage 
ill order to create a basis for theoretical teaching that was to 

come up afterwards. The aim was to have much longer course 

for Economics than was possible if Economics was introduced at 
a later stage. 

The discussion concluded by the unanimous adoption of the 
following resolution moved by Mr. D. N. Bhalla and seconded 
by Mr. J. W. Thomas of Tjahore: 

This Conference strongly feels that time is ripe for a 
full discussion of the question of teaching of Eco- 
nomics and with this purpose in view recommends 
that the Executive Committee of the Association 



REPORT OF DISCUSSIONS 


595 


should consider the desirability of placing some defi- 
nite resolutions on the teaching of Economics at the 
next Conference in the light of discussions that have 
taken place at this Conference and the suggestions 
which may be received in this connection 
subsequently . * * 



THE MATCH INDUSTRY IN INDIA 


Papkr py Raja Sir Data Kishkn Kaitl. 

Mr. Manoharlal, Ex-Minister for Education, Punjab, presided. 

Mr. Manoharlal in the course of his remarks said he con- 
sidered the consumers’ interest to be paramount and he would not 
feel justified, as an economist, to shut out foreign enterprise in 
India if that was to the consuipers’ good. The policy of protection 
was in itself difficult to justify. Discriminating protection required 
a much stronger case. The permanent cheapness of the product 
would be the deciding factor. He could not understand as to how 
the Swedish Kartell after killing the Indian concerns would be 
able to remove away factories established successfully in India. 
He finally asked the learned reader of the paper if he thought 
that the Swedish Kartell ^as likely to raise prices to the detri- 
ment of the Indian consumer after it had succeeded in killing the 
indigenous enterprise. 

Prof. Kale said he coqld not agree with Mr. Manoharlal that 
the consumers’ interest wap paramount. As economists they had 
to look to the interests of the consumers and producers and to see 
wherein the maximum advantage lay for the country. But he 
wanted to know one thing : Why was it that the Americans had 
not considered it proper to protect themselves against the Swedish 
Kartell? 

Mr. P. S. Sodhbans of Lahore asked why the match manufac- 
turers of India were not organised as joint stock concerns. He 
opined that an indigenous enterprise in match industry would 
be better able to withstand the machinations of the Swedish Kartell 
if it were organised on joint stock lines. 

In reply Sir Daya Kishen Kaul said the Americans had not 
taken any action against the Swedish Match Producers in America 
because they had themselves combined with the Americans in 
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tte manuiacture of matches. Indians had made efforts without 
success to form combines of Indian Match Manufacturing Com* 
panics. They could not combine with the Swedish Kartell as the 
latter imposed their oWn terras. He pointed out the difficulty of 
floating a joint stock (ompany for making matches, which was 
that against the competition of Swedish Trust a joint stock 
company would not survive while a private company would. 

Sir Daya Kishen said the protection was needed not in the 
interests of the manufacturer only but in the interests of the 
consumer also. He was of opiiiion that if by denying protection 
the Indian Match Industry was allowed to die the Swedish Combine 
would hold the monopoly and would force the consumers to pay 
much more than they w'ould pay wher Ihe Indian Industry was 
living. 



peesident’s GLosma bemarks 


In closing the session of the Conference, Dr. Pramathanath 
Banerjea, the President, said : 

“ My first word will be a word of thanks to you for the 
manner in which it has been possible for us to conduct the pro- 
ceedings of this Conference. You have given me a great deal 
of indulgence in this matter and I hope, if I have appeared to be 
hard on any of you — (cries of ‘ Not at all ’) — you will pardon me. 
Sometimes it has been incumbent on me to impose time limit on 
speeches, otherwise it would have been impossible to finish our 
deliberations in time. Besides, there is limit to your own 
patience. Although the students of Economics are expected to be 
patient, there is limit even to their patience, I shall now follow 
this rule and therefore shall not inflict a long speech on you.’^ 

We have discussed four impoi^ant questions. The place of 
honour was given rightly to the question of Labour. Ijabour, 
of course, is the most important factor in Industiy and, therefore, 
those who urged adoption of steps to improve the existing^ condi- 
tions of labour in this country deserve our thanks. I am glad 
that a great deal of work has been done in this connection in the 
past, in the study of labour conditions, the study of wages, the 
study of housing, of labour and so forth but a great deal still re- 
mains to be done and I hope and trust that Economists will devote 
their attention to the investigation of this problem. But while 
I regard labour as one of the most important factors in Industry 
we should not ignore the other factors, nor should we think that 
there is a necessary conflict between labour and other factors in 
the question. It would be wrong to expect other investigators to 
consider every aspect of the question in detail but it is very de- 
sirable and incumbent upon us to have a very comprehensive look 
on the whole question. Otherwise our very object may be de- 
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feated, if we look only at one aspect of the question ignoring the 
other aspects. A great deal has been said about special condi- 
tions. Conditions differ in this country from those of other coun- 
tries. But too much emphasis must not be laid on these differences. 
The phrase ‘ India is India and England is England ^ does not, 
to my mind, convey any meaning. On the other hand if we say 
that ‘ India is in the main an agricultural country whereas Eng- 
land is overwhelmingly industrial, and therefore, the main ques- 
tion of India is that of agricultural laboiu, and the main question 
of England that of indusi^rial labour,^ that position can be under- 
stood. But even in regard to that we must consid'^r whether it is 
necessary to make up the leeway lii this ?natter or not. For in- 
stance in England the cry is ' Brck ■»o the country,’ but our cry 
should be ‘ Develop manufactures ’ ” 

Coming to the second question, namely Banking problems, 
very interesting papers were read and prolonged discussions held 
on these papers. This is a subject of great importance at the 
present moment and this subject will also be discussed at the 
next Conference. It is not, thereioic, necessary for me to make 
any observations on this subject at the present moment. We 
discusijed this subject from three points of view — questions of 
general banking, questions of industrial banking and the regula- 
tion of banks.” 

In the General Banking we discussed various questions 
such as establishment of Reserve Bank. This was at one time a 
living topic and it is going to be a live topic in the course of the 
next year or two. Industrial Finance is undoubtedly one of the 
greatest needs of the country but whether the problem is to be 
tackled by giving industrial bias to the existing banks or by the 
establishment of industrial banks in different parts of the country 
is the question worth our consideration. The regulation of 
banks is also a very important matter but in this matter a great 
deal of caution will be needed. We must see that unsatisfactory 
methods do not continue in future but at the same time regulation 
F. 28 



600 REPORT OF DISCUSSIONS 

should not be of such a character as to hamper the growth of 
banking in this country.” 

” The third subject which we discussed was the theory of 
Distribution. In this connection we< had two schools of thought, 
namely, the Cambridge School and the London School and we 
had the advantage- of hearing an eminent representative of the 
Cambridge School, a pupil of Prof. Marshall. But to my mind it 
seems that the difference is one of emphasis. There is no real 
(Uft'eience between the ultimate goal of these schools. And in 
India we are not followers — ^we are not expected to be the blind 
followers — of either of the two schools (applause). We should 
take the best that we find in both.” 

” Lastly, gentlemen, we considered the question of teaching of 
Economics. When I began my career as a teacher, more than 
25 years ago. Economies was not a separate subject by itself. 
Since then the importance of the subject has grown and today 
it forms a very important subject of study, almost in every TJni- 
versity in India. In Calcutta a great deal of attention is devoted 
to the study of this subject and it has been so popular there that 
ill our new 5tli Year Class it has atti acted the largest number of 
students as compared with students who have taken other sub- 
jects. Bui while this may be regarded as very satisfactory we 
should also be on our guard against any unsatisfactory features.” 

“ Ibevioiis speakers laid stress on various aspects of the ques- 
tion and I think there is a great deal of truth in the views ex- 
pressed by them and the criticisms levelled against the present 
system of teaching in most of our Universities. But I do not 
think we ought to adopt the policy of let alone or the policy of 
drift but we must see and find out wherein the difficulties lie and 
try to remove them. But even in trying to remove them we must 
be patient. We must be patient with the existing circumstances 
of the country and we must remember that theuiiiaterial we have 
to use cannot be improved in a day. There are a few things which 
occur to me at the present moment which are of utmost importance. 
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In the first place one of the speakers laid stress on investigation. 
That is very necessary but reading should not be discouraged. 
As a maitter of fact it should be the effort of every teacher to 
encourage as much of reading by the students as possible. Short 
cuts should always be discouraged. Notes and cramming of books 
should also be discouraged.” 

I have said so far regarding reading. The lectures should 
be delivered by the teachers in such a way that they may be in- 
teresting and may at the sam^ time bung fruitful iisults. It is 
very necessary on our ])ai^ to make the siudy of Indian Economics 
interesting. Unless we make it realistic, fhe ;ub;(vt will not 
be found interesting and (he study w’ll not have fruitful 
results.” 

Ijadies and gentlemen, thei^' is one oilier asj>eci of the ques- 
tion which I would like to place before you And that is that, 
while we specialise in our different lines of study, we should not 
forget that Economics is an organic whole. And wliile pursuing 
our different lines of study we should co-()i)erate with one another 
in arriving at a general harmonious result. This co-operation in 
efforts is also needed in order that the teac hers of Economics in 
this country may be able to make an impression not only on the 
Government but also on the Economic thought of the country. 
If we adopt a policy of co-operative effort and if we eschew all 
feelings of rivalry, envy and jealousy there is no reason why 
Indian Economists should not find an honoured place among the 
Economists of the world.” 

One last word. In ap]>raising the study of Economics we 
should not ignore the value of ideals. Hard-headed though we 
may be wo are not hard-heart f'd, I hope (applause). The useful- 
ness of ideals should be recognised by all of us. And I think wo 
ought to l>e actuated by the highest of ideals which to my mind 
is service of our *i..i>therland and of humanity (cheers).” 

Mr. Kale proposed a vote of thanks to the President and eulo- 
gised the manner in which he had conducted the proceedings of 



602 


REPORT OF DISCUSSIONS 


the Conference. The vote of thanks was carried by general accla- 
mation. 

Doctor Banerjea then thanked Prof. Kale for the kind words 
in which the latter had referred to him and proposed a vote of 
thanks to the Punjab University for inviting the Conference to 
Lahore and to those in charge of the management of its affairs 
for the excellent arrangement made for the comfort and conve- 
nience of visitors. He congratulated Messrs. Bhalla, Sondhi and 
Thomas and all the volunteers for all that they had done and to 
which the success of the Conference was mainly due. 

The Conference concluded its session with a few words from 
Mr. D. N. Bhalla who spoke on behalf of himself anS his co- 
workers. He thanked the members and the delegates for the 
excellent way in which they responded to their invitation and for 
co-operating with the local officials and volunteers to make the 
conference a success. 

Mr. Bhalla also thanked the Vice-Chancellor, Mr. Woolner, 
for his help and guidance given at all times and most ungrudging- 
ly, and also the other co-workers and the volunteers for showing 
a true sporting spirit and for playing up wonderfully well at a 
considerable sacrifice of their time and convenience. 



OURSELVES 


Mr, S. K. Rudra handed over charge of the Managing 
Editorship of the InMan Journal of Economics to the present 
Managing Editor in April 19^. He had been the Managing 
Editor for about six years. We take the opportunity of noticing 
his services to the Journal in this issue because it is the chief 
issue of the volume. 

During the perod that he was in charge of the Journal Mr. 
Rudra devoted himself with earnestness and honesty h) the service 
of this organ. Tinder him the finances of the Jouniai improved 
considerably. Mr. Warburton, his imiiiediate predecessor in 
office, left him with Rs. 114-i2-C as .lash in hand, Rs. 160-7-5 in 
current account, and Rs. 1000 in fixed d?»)osit account. In April 
last when we took over charge the cash in hand stood at Rs. 110, the 
current account at Rs. 2^2 and the fixed deposit account at 
Rs. 4000. Then, the agreement between the Departments of 
Commerce and Economies of the Allahabad University, that are 
responsible for issuing the Journal, and the Indian Economic 
Associalion whose organ it is, was put on a sound basis to the 
mutual satisfaction of the parties. Also the Journal (;ame out as 
regularly as the exigencies of the situation permitted. 

Mr. Rudra also rendered considerable service to the Journal 
by wTiting regularly notes on Labour for it. 

We are certain Mr. Rudra^s services to the Journal will be 
appreciated by all those connected with it especially by the 
members of the Editorial Board. 

Although Mr. Rudra has given up the Managing Editorship, 
we are glad to note that he continues as one of the Editorial Board 
and is of great help to us. 
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FLUCTUATIONS OF RIVER AND ECONOMIC LIFE 
IN A DELTAIC REGION 

RaDHAKAMAL MUKERJi^'E, 

I iversiiy , Lucknoir . 

The Ganges though a relatively oLl rivei has proved a great 
rover and land-breaker in the deltaic* region where great shif tings 
of ijopulation and prosperity have cukeu place even within the 
historic period. Formerly the (Ganges 2)a8sed through Purnea, 
llajsh^hi, Dacca and Burisal districts, and a chain of jheels and 
morasses which extend from Purnea to the sea even now mark the 
old bed of the Ganges. The Ganges then forsook this course in 
favour of the channel through which the Bhagirathi now passes. 
The Ichhamati and the Koosi then came into existence, occupied 
portions of the forsaken channel of the Ganges, and followed in- 
to the Brahmaputra. The Ichhamati, a name w^hich is still used 
for different rivers in Dina j pur, Nadia, Tessore and Dacca be- 
came a most important river, probably the different Ichhamatis 
formed parts of the said river, and was all the way the continua- 
tion of the older course of the Ganges. On the banks of the 
Ichhamati the most ancient Portuguese settlements grew up 
Bampal, the ancient capital of Bengal, was situated near the junc- 
tion of the Ichhamati with the Brahmaputra. Not far from the 
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river Iswaripiir the ancient capital of Pratapaditya was also locat- 
ed. For hundreds of centuries the main stream of Granges flowed 
through the channel of the Bhagirathi or the Hooghly. Kaxna- 
suvarna, Navadwip, Katwa, Saptagram, Triveni, were ancient and 
famous cities on its hanks, and the Ganga-Sagar, where the river 
met the sea had been a sacred place of pilgrimage. Towards the 
west, the (lire(*tion of the Bhagirathi was circumscribed by a belt 
of stiff clay and beds of nodular limestone, but in the east the 
river changed its bed from time to time. The Ganges again shift' 
ed its course eastward and its first important step in this direc- 
tion was the Nava-Ganga. The river is marked in old maps all 
the way from Damorda on the Ichhamati in Krishnagar district 
to the morass in the Barisal district above the Haringhata Chan- 
nel. Above Damorda it passed through the Meherpur subdivision 
and the disconnected embankments known as the Laltakuri em- 
bankments in Murshidabad probably mark the site where 
it took rise from the Bhagirathi. In the sixteenth century 
the Ganges shifted its course further to the east and 
excavated the channel known as the Padma, which has now 
become the main course. Probably this eastward move- 
ment of the Ganges was due to the denudation of trees — the jun- 
gle slopes in north and west, which led to an early silting up of 
the historic channels. Barind as w^ell as Rayha, North and 
Western Bengal were settled and populated much earlier. The 
Burhi Ganges w^as the earlier channel of the Ganges, and was 
described by Manrique as the famous Ganges. Dacca situated on 
the banks of the Burhi Ganges, rose to he an important trade 
centre and became the royal capital in 1()08. Ralph Fitch de- 
scribes Dacca in 1856 as abounding in rice, cotton and silk goods. 
The author of the Ri<iz-us-F^alatin describes Dacca during the last 
years of the eighteenth century thus: ‘‘ This city is on the banks 
of the Budhiganga, and the Ganges, named Padma flows three 
‘ kos ’ distant from this city/’i In 1801 Dacca was estimated to 

1 Translation by Abdno Salaru, p. .30. 
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have a population of two lakhs. Towards the end of the eight- 
eenth century there were great floods the effects of which were 
far-reaching on the land surface of Bengal. It is during floods in the 
delta, when the whole country is one stretch of inland seai and river 
banks disappear, that the rivers usually change their courses. 
There was a great flood in 1770, when the Damodar inundated large 
portions of Central and Western Bengal. The Damodar then 
left its old channel which joined the Hooghly near Katwa in Burd- 
wan District and joined the Hoof’hly after passing through 
Balasore 36 miles below Calcutta. The declir.e of the Hooghly has 
siiu e been very rapid. 

In 1787 the Tiesta flood., worked even greater havoc in 
Northern Bejigal. The Tiesta formerly Cowed to the Ganges, but 
the floods forced a larger passage for themselves to the Brahma- 
putra of which the Tiesta has since been a tributary. Almost a 
hundred miles separate the old from the new confluence at Phiil- 
churi Ghat. 

At that time the Brahmaputra flowed far away to the east 
through Mymensingh, and joined the Meghna at Bhairab Bazar. 
A still older channel of the Brahmaputra which was of great 
.sanctity pavssed through Kalagachi and Bampal, the capital of 
Ballal Sen in the Dacca district and joined the Meghna at Eaj- 
bari. Bampal was situated on the western bank of the river 
Tiohitya, which is the ancient name of Brahmaputra. It is prob- 
able that the whole of the channel of the Brahmaputra to the south 
of Agrasindhu having silted up, the river took an easterly direc- 
tion and joined the Meghna first at Narsingdee through the Arial- 
khan Channe^l and then at Bhairab Bazar. The continual pro- 
cess of elevation of the tract of old alluvium lying between the 
old bed of the river and the Arialkhan and the great earthquake 
of 1762 are responsible for the eastward course of the Brahmaputra. 
But even this was temporary. A similar process of silting up on 
a large scale seemed to have been going on in the upper reaches 
of the Brahmaputra, and a large volume of water was by now 
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flowing through the Jenai or Jamna Channel. This was probably 
partly due to the changes occurring in the Madhupur jungle, 
partly to the effects of the Sylhet hils, but the consummation of 
the change was large^ly effected by the violent floods of the Tiesta. 
Since 1787 the main stream of the Brahmaputra has followed the 
Jamna river joining the Ganges at Goalando and the other streams 
are silted up and useless for irrigation. Aboui the beginning of 
the nineteenth century, if occupied its present bed and flowing al- 
most due south joined the Ganges somewhere near Goalando, and 
effectually checked its further progress eastwards. At the time of 
the Revenue sin*vey it was found that further south the two rivers 
have deserted the Arialkhan bed and have gone away eastwards 
and later still they joined the Meghna at Rajbari. In its upper 
reaches the Meghna is known as the Surma. It flows between 
Sylhet and Mymensingh, and between Dacca and Tippera and 
joins the Ganges between Narayangunj and Chandpur. The 
combined river enters Bakarganj with a width of some ten miles, 
but it then opens like a fan, forming three channels with two great 
inland wedges in between two of which reach the Bay independent- 
ly. The western channel lisa Tentulia river, which is a conti- 
nuation of Arialkhan bed has been shoaling for years. It is 
inevitable that the Arialkhan bed which was formerly the main 
channel will decline as one of the many of the internal rivers of 
Bakarganj. Great changes have been going on in the estuary. 
In the mainland of Bakarganj formation is practically complete 
although the level of the land will still no doubt slowly rise. 
Within a century the main stream of the Meghna has moved twenty 
miles eastward. The great rivers are now concentrating their 
attention upon the w^atershed which divides this main land from 
Chittagong, and the view is held strongly that the twentieth cen- 
tury will see the development of the eastern part, of the present 
estuary into a more or less solid block of land.^ 


3 See Jjick, Bakarganj Settiement Report, p. 2. 
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Before we discuss the effects of the constant changes of the 
courses of rivers in the delta, lot us pause for a moment to con- 
sider the causes of such changes. Fergusson in a very interesting 
account of the recent chinges in the Gaugetic. Delta points out 
that one great peculiarity of the deltaic rivers is that they oscillate 
in curves, the extent of which is directly proportional to the 
(quantity of water flowing down the channel. Owing to this oscil- 
latory movement the current strikes alternately on its right and 
left banks, and as a practical conseqoejice there is found on one side 
of the river an almost perpendicular bank Uxore or less elevated 
above the stream, according to the season, and with deej) water 
near it, and on the opposite side a bank shelving away so gradual- 
ly as to occasion shallow water al some distune^ from the margin ; 
a sTKicession of this state of things is observed in going up or down 
the river. At every point whv^re the current strikes the bank there 
is a tendency of the river to force its way through it, and should 
the current be sufficiently strong to force itself through the oppo- 
site bank, and should the land beyond the bank have a greater slope 
than the bed of the existing channel, a new channel is sure to be 
formed. The condition as regards the slope of the land, though 
not the immediate, is the most important cause of the shifting of 
river-channels in the deltas and it is fulfilled thus. 

The silt borne by a river, which owing to its passing through 
a comparatively level tract of country has turned from an exca- 
vating into a depositing agent, is accumulated partly on the sides, 
thus gradual] y embanking the river, and partly on its bed. These 
two things go on simultaneously till the banks having been raised 
over the inundation level, almost the whole of the silt that is not 
(tarried to the sea is laid on the bed of the river, which is thus 
gradually raised, and at length it becomes higher than the low 
land beyond the raised banks of the river. The river then falls 
into this, and going through the same process it fills that depres-r 
sion and then goes on to the next; after a long cycle of years it 
comes back again to the country it at first left. In passing 
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ihroup^h a country which has thus been abandoned by a river we 
meet Aviih a succession of raised grounds marking the positions 
the river banks occupied at different times, and the land between 
them sloping in the direction opposite to that which the river took 
in shifting its course. 

The rivers begin the work of land-formation and man com- 
])leies it. Thus man first settled on the tracts which are covered 
now by the older alluvium. Such tracts have now’ become more 
or less high land interspersed w’ith ridges and the rivers here are 
hill torrents subject to sudden floods of rain; they never inundate 
the (onntry for any length of time. Thus the region does not 
possess the extraordinary fertility of the newer deposits. Winter 
rice here can be cultivated successfully only in the depressions and 
drainage hollows. In the uplands embankments, ridges, tanks as 
well as reservoirs are necessary for the cxiltivation of rice. 
The farm practices and methods of irrigation in Gaya, Monghyr, 
Birbhum, Midnapore and Burdwan are similar. The uplands are 
used chiefly for spring crop; while in the low-lands elaborate me- 
thods of irrigation are resorted to for the vsuccess of rice cultiva- 
tion. It is also not at all extraordinary that in the heart of the 
unfinished Delta where we have crops of the old alluvium, the 
farming methods and practices of Old Bengal have transplanted 
themselves. In the Dacca District the transplanted paddy is 
grow’Ji in two different classes of land. Such constant fluctuations 
of the river beds and river banks must produce their effects on the 
population : and, indeed, the cx>nsequences are larger, the mightier 
the rivers and the greater the changes of course. There is hardly 
any district in Bengal which is not strewn with old river beds 
and which has not its deserted cities and forgotten empires. 
Each such old river-bed is itself but a representative of others ob- 
literated by nature or man ; each signifies a dislocation of human 
settlement. Now the sand-banks and mounds whisper a tragedy 
of abandonment, flood or disease. Kamasuvarna, Tamluk and 
Danton now^ marked by small mounds, Gaur reduced into a dense 
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forest from a city on the roofs of whose buildings one could walk 
miles in any direction. Triveni, once a famous commercial em- 
porium now a mere bathing ghat. Nadia, the old capital of the 
Sen kings, swept away by a sudden change in the course of the 
Bhagirathi in the beginning of the nineteenth century, Sonargaon 
on the Meghna the ancient Mussulman capital of Bengal and an 
imi^ortant port, but reduced to a village at the time of Akbar, 
Murshidabad, the last capital of the Nawabs of Bengi*l and Cossim- 
bazar, the busy silk town and healtL resort of the East India 
Company, now maJaria-strh ken viUages, — all tustif^ to the vagaries 
of the rivers. The Padma in particular har? been a great destroyer; 
and, in one portion of the channel called the Kirtinasa because 
the sport it made of Sripur, the tar-famed capital of Kedar Iloy, 
one of the last independent rulers of Bengal and the hero of a 
hundred naval hghls. Political power, iimi^stry and trade have 
shifted in the history of Bengal with the constant changes that 
the river courses have undergone and are tmdergoing still in 
an unfinished delta like that of Lower Bengal. Not less 
far-reaching have been the effects on settlement and cultiva- 
tion. 

Agriculture is difficult in the older alluvium and easy in the 
new. Thus as the rivers advance capturing more and more fresh 
land from the sea man follows in their wake and successfully takes 
up the work of land-reclamation. Thus civilisation is carried ever 
onward by the current of the land-forming rivers. The greater 
fertility of the new alluvium brought down by the new active 
rivers leads to an enormous multiplication of population along 
their banks, thus civilisation is kept always on the move. The 
upper and western portion of the delta in the meanwhile becomes 
moribund when the rivers that built it die or deteriorate. Both 
fertility and population diminish in the inactive delta, but a new 
prosperity emerges in the Eastern tracts which a few decades back 
were covered with dense forests, and interspersed with swamyjB 
and lagoons, now gradually filled up by the active rivers. The 
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transformation is effected by a process which is somewhat as fol- 
lows: There is very little high land in the region occupied by 
the new alluvium, the only elevated parts being narrow ridges on 
the banks of the larger rivers. Such ridges are due to the stupen- 
dous amount of silt hurled by the river; sometimes these are sandy 
and in a state of constant change, hardly allowing man to obtain 
a foot-hold. But often these ai*e stable and fertile. At first these 
are used as pasture grounds, but gradually agriculture and settle- 
ment become permanent here according to the age ami fertility 
of the new deposits. Belts of trees grow along the banks and 
stabilise the settlement ; the interior of the plain becomes gradual- 
ly studded with villages built upon artificial mounds of earth 
raised above the height of the inundation. These little islands 
vary in extent, some of them affording room for huts of two or 
three families of cultivators with their cattle, while others are of 
considerable size and covered wilh villages and gardens. In the 
lower delta there are no village sites. Each hamlet (onsists of 
four to six houses (to ea(‘b bouse a family) ; these are built of 
mat and thatch on a high plinth, composed of earth thrown up 
from the surrounding moat; they are enclosed by a wall of palms, 
bamboos, arecanuts and mandar. Such hamlets cluster usually 
along the banks of the smaller streams so that there might be 
less danger from inundation. From such settlemeni the land 
gradually slopcvS inwards often meeting a similar incline from 
some other river; and chains of basin-shaped marshes, frequently 
of great exteni are thus formed. The entire tract is traversed by 
niimeroiis si reams and offshoots of the rivers and by marshes and 
jheels and is subject to annual inundations which leave a top-dress- 
ing of inexhaustible fertility. Thus the land of the active delta 
may be classified as follows : (1) The chars of the oldest forma- 
tion present much the same appearance as the main land; there 
are villages consisting of little groups of houses surrounded by 
mandar trees and palms with intervening stretches of rice-field. 
The varieties of rice grown here are usually aus and transplanted 
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aman under conditions of flush alternating with floods when it 
does not exceed a height of say feet in the flood season. (2) The 
newer chars are marked by the absence of trees, and consist gene- 
rally of a uniform culHvated plain intersected with numerous 
khals, with here and there bare patches where the soil is unfit 
for cultivation, aman sown broadcast or transplanted is usually 
grown in these formations. (3) Yet younger formations are the 
banks barely above water, but covered with grass on which herds 
)f buffaloes may be seen grazing. In tl)o 'mmature cfmrs of the 
large number of active rivers in the lower delta, ther3 is an abun- 
dant collection of grass which is used for fodder and thatching. 
Gradually vegetables like waier-melons, Jvhira, cucumber, etc., 
are grown in succession. Bon^ liee is gro\\n in rhars and swamps 
where the flood is too deep for aman during the fio(»d se ason and 
which becomes too hard and dry foi aus ar l jute during spring. 
(4) Youngest of all are the banks of mud and sand emerging from 
the river only when the tide is low, and still of no value but to 
the fivshermen. All along among these chars and islands may be 
seen traces of constant change, uprigh^ or overhanging banks mark- 
ing the places where the river is cutting away the dry and gently 
slopino* banks those whc're now land is forming.^ '^Fho soil of the 
newer chars requires little preparation. Cows are used as well as 
bullocks for ploughing, and on the chars buffaloes are employed. 
It is estimated that three pairs of bullocks can plough an acre in 
six hours. A pair of oxen would suflSice tor cultivation of a 
plough of land ecpiall to five or six acres and that a pair of buf- 
faloes could manage nearly twice that area. 

In alluvial formations owing to the excess of deposit on the 
edges, the water flows inwards from an elevated surrounding and 
enclosing ridge to a central basin, from whence it is conducted to 
the exterior, along water-courses piercing through this surrounding 


3 Webster, District Gazetteer, Noakhali, p. 3; also Jack, Economic Life of a 
Bengal District. 

P. 2 
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ridge.^ This order is followed not merely in tidal districts like* 
Bakarganj, but in ail alluvial formations, however elevated, as 
for example in 8yihet. Each of the drainage circles or districts 
possesses its central basin or reservoir of swamp towards which the 
surface slopes in every direction from the exterior. On the ex- 
terior edge of the area where it abuts in the large tidal river (which 
everywhere divide one drainage circle from another), the land is 
well raised and covered with villages. The intermediate space is 
covered with rice cultivation, and the centre is a lake or bil vary- 
ing in size and depth with the season of the year. The older 
alluvium on the banks of the rivers is usually a coarse light sand, 
on which jute and aas paddy are more successfully and extensive- 
ly grown. Throughout the new delta, aus is grown on the com- 
paratively high and sandy deaam lands. The aiis paddy grows 
to a length of three to four feet only and cannot be grown on lands 
on which more than two feet of water accumulate during the early 
monsoon rains; it does not also rise with the rise of the water, as 
in the case of anuin. The soil on the margin of the j heels is often 
a stih black clay, well suited to the long-stemmed rice, which lives' 
and thrives under several feet of flood water. All the low lands, 
sides of the marshes and low plains in the delta on which from 5 
to 15 feet of water accumulates during the rains, are selected for 
the aman crop. The amati has a remarkable power of growth, fre- 
quently shooting up to the extent of one foot in the course of a 
single day as the flood- water rises and in the case of some varieties, 
such as rayendd and haoa, attaining a length from lU to 20 feet. 
Crops and farming practices are adapted to the changing character 
of the land and the soil. In the shifting chars which rise and 
disappear within a few months quick-growing varieties of horo 
paddy which require little human attention are grown. In some 
of the islands of the Padma large areas of land are sometimes to 


4 Calcutta Beview, Vol. XXXIX, No. 78, Pellew’s article; Fergusson, Becent 
Changes in the Ganges, Journal of the Geological Society of London, Vol. XIX. 
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be seen almost on the same level with water at a low tide, covered 
with mud so soft and deep that there is great danger of one going 
there being buried alive. The peasant here has discovered a me- 
thod of cultivation to #^row horo paddy on it, known as the lepi. 
TTo ploughing, harrowing or anything of the kind is needed, nor 
is it possible on such lands. All that is necessary is simp'ly to sow 
the seeds broadcast and plaster (lepa) the mud ovor it. This is not, 
however, an easy task owing to the unstable nature of the ground. 
The peasant w’ho sows has to support him df on plantain trees or 
a raft of bamboo. The land is flcioded at every tide, but that does 
not injure the seed on account of the mud over it being plastered. 5 
In the Meghna chars as well as loro is sown broadcast when the 
chars are uncovered in April, and remain a moist mud until the 
water rise again. The rice grows very quickly as it mus;, be reap- 
ed in the chars before th(j heavy flood. It is capable of growing 
very fast as much as six inches in a day and in the hits the stem 
is extraordinarily long sometimes being 15 and even 20 feet. The 
crop is, however, very precarious as a very sudden rise will com- 
pletely destroy it. In more sandy .Teas grasses such as Kaun or 
Karcha are at first grown wnth the intention of assisting the clayey 
matter; sw^eet potatoes can be groAvu with success at an early stage 
and it is only after an existence of several years that crop of jute 
or aman> can be grown with success.® In some areas in Bakarganj 
the cultivators grow^ an early rice called shatiya because it is said 
to remain in the fields for 60 days. The land is ploughed and re- 
ploughed quickly five or six times and the seeds are sown broad- 
cast. Thus man has learnt fo fight even with such a changing 
scene. Instances are not uncommon of the same char being twice 
washed away and twice reformed and inhabited within the short 

5 For a description of apfriciiltiiral methods and practices in the delta, see 
A. C. Sen, Report on the System of Agriculture and Agriciilturai Statistics of the 
Dacca District which is freely used in this chapter; See also Jack, Bakarganj 
Final Settlement Report. 

5 See Ascoli, Final Settlement Report of Dacca, p. 15, 
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space of twenty years. Thus man has lived and thrived on the 
mighty rivers Avhich form the main source at once of his water- 
supply, of drainage and irrigation; and his health and crops suffer 
when the river brings a low flood. We read in the Dacca Survey 
and Settlement Heport : “ The land depends for its fertility on 

the deposit of sili left by the flood; the cr()])s depend for nourish- 
ment on the waters of the flood. A low flood will accordingly fail 
to fertilise and irrigate the high lands; a normal flood will bring 
Avater and leave silt behind it; an ex(‘essive flood will drown or 
sweep aAvay the crops; and instead of depositing silt will scour 
away the earth : silt is de])osited more by slow than by fast mov- 
ing water.” Further when the flood is low there is no flush or 
drainage of the higher lands and stagnant water accumulates in 
pools, causing malaria and epidemics of cholera and small-])ox in 
the deltaic tract. 

The change from a less advanced to a mature stage of forma- 
tion of alluvium also governs largely the (*rops and farm practices. 
In tracts where the delta formation has sufficiently advanced, a 
stiff clay ultimately su])ersedes a more or less coarse sand. This 
change is very gradual and slow but it ultimately changes the 
cropping. Aus paddy supersedes aman and such crops of the up- 
land such as cotton. Oil-seeds, gram and pulses become more and 
more impoii:ant. A long-period settlement also leads to the loca- 
lisation of village industries and workshops and permanent markets 
usually arise on the banks of rivers which have ceased to be way- 
ward. But fortune is very precarious in a deltaic tract. Indus- 
tries and markets shift elsewhere when the rivers seek new channels. 
Thus the delta is full of vestiges of abandoned market places. 
When the creeks become too shallow for navigation, fleets of 
bazar-going boats would come and go with the ebb and tide and 
introduce a brief animated scene in a backwater. Elsewhere the 
people go off for a whole day in their long dugouts or canoes, which 
every family must possess for the purchase of daily necessaries, to 
a distant hdt which periodically assembles. Probably a dozen 
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markets will be within boating distance and thus there is an oppor- 
tunity to compare prices. Such journeys are not without their 
risks but the people take to the water like fishes. In the netv 
delta, the rivers, creeks uud other water-courses are the highways 
and boats are by far the most important conveyances. The boats 
used for goods or passenger traffic are of considerable size and 
there are various types and forms, adai)ted to the needs of navi- 
gation in the various rivers. The boats whiidi the cultivator’s 
family possesses are of the smallest size and .a^e without any cover 
or fixed helm. Such boafs are mostly used during the rains in 
bringing fodder for the cattle and har\ested paddy ^rom *he fields 
or in going to the markets or fo ' friend K' visits. The poorer 
classes of cultivators make use v>f rifts made of plantain trees and 
earthen tubs. Roads are few and short, indeed these especially 
when bridged are not much wanted in the lelta and sometimes 
prove detrimental to country traffic. In the district of Bakarganj 
with an area of 2,427 square miles, there are ik'W’ 387 miles of road 
only. Canals and artificial water-courses are more useful in the 
rural economy of the delta ; and new creeks used to be excavated 
by old kings and zamindars to save distance for boat communi- 
cation or to avoid dangerous journey across the larger rivers. Jack 
graphically describes the risks of a journey in this part of the 
world: “ High wdnds range for iveeks together so that light craft 
cannot venture upon the big rivers; yet for a journey on foot, you 
must needs be a1 once an amphibian and a monkey, jDrepared at 
eAwy quarter mile to wade a shallow stream or swim a deep one, 
to balance giddily on a bamboo bridge where a false stej) means 
a bath in only mud and finally to reach a wide river and to wait, 
it may be for hours, until the reluctant boatman of a passing boat 
consents to ferry you across.” In a year of normal flood the 
(‘ultivators need not reap, the winter crop in w\ater as the aus fields 
are high and dry, but jute must be reaped from under waist or 
breast-deep water and from boats. Sometimes w^hen the flood is 
high and heavy, the most assiduous toil of the peasant, working 
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day and night under water cannot save the harvest. Thus eco- 
nomic life is most unceriain. All the labour and capital invested 
in homesteads and plots would often go to nothing when the 
treacherous rivei* cuts the bank and swallows up the settlement. 
A homestead in the delta is therefore seldom i)ermanent for two or 
three generations on the banks of the larger rivers. Houses are 
seldom built of brick and stone as in the upper delta but are 
corrugate or tin sheds, whic^h can be easily removed in boats for 
settlement elsewhere when the river threatens both life and pro- 
perty. On the other hand, while the rivers often devour villages 
and cultivated fields they would also bring a fortune ([iiite unaware 
by throwing up new sandbanks adjoining ()ne*s plots and home- 
steads and thus what requires generations to build comes as a gift 
from heaven within a few short years. Then there arises litiga- 
tion among superior or inferior landlords and tenants. Indeed, 
whenever sandbanks or small islands are thrown up in the midst 
of the stream or near one of the banks, there are contending claim- 
ants who assert their rights and take possession of such lands in 
a incredibly short, time; this sometimes leads to serious divsturb- 
ances of the public peace. Life under these conditions is full of 
strange happenings, it has its under-currents, tides and whirl- 
pools like those of a river leading man he knows not whither like a 
wisp of straw. 

Not merely agriculture and the general social and rural 'life 
of the people, but the movements of trade and commerce as well 
are stamped with the delta-building activities of the rivers. The 
Ganges estuary has had a chequered history, with which is con- 
nected the rise and decline of the sea-ports of Bengal. About 
the time of the Buddha and possibly earlier, sea-going vessels used 
to be laden with the merchandise of the Ganges plain from Benares. 
The next important (ommercial emporium was Pataliputra situat- 
ed at the confluence of the Ganges and the Son (Hiranyabaha Gk. 
Eranboas) which rose into importance under the Mauryas. During 
this period another important port was Champa (modern Champak* 
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nagar 24 miles east of Bhagalpur). From this port passengers 
used to depart for Siivania Ithumi (Burma), and for Taprobane 
(Feylori). Then a<Toss Tamralipti (modem Tamluk) which is 
mentioned in the Ceylone. e Biiddhist Chronicle, the Maha Bansa. 
In the Periplus (1st century A.D.) there is a reference to a port 
on the mouth of the river in Bengal; very probably this is Tamra- 
lipti. In 410 A. I). Tamluk was still an important sea-port and 
was referred to as such by the Chinese traveller, Fa Hian. But 
within the next two centuries the d(iom of tils world-frmous port, 
which throughout carried on a brisk trade with ancient Rome and 
the Mediterranean (ountries, was sealed. For in the seventh cen- 
tury A.D. another ('hinesb traveller describe® it as an inlet of the 
sea. Thus the process of land-formation whmh has resulted in Tam- 
luk’s now being 50 miles from the sea had begun. By the tenth 
century, the channel on which Tamluk was situated and which 
aftbrded facilities of navigation was silted uj). Tamluk still con- 
tinued to be an emporium of coinmer(‘e until the sixteenth cen- 
tury. With the gradual decline of its importance, Hijili came 
into prominence. The Portuguese ‘Settlement in Hijili (1514) 
seems to have been the earliest Eiirojiean settlement in Bengal. 
Ships used to anchor here from Negapatam, Sumatra, Malacca, 
etc. Hijili is now a littoral tracd extending from the mouth of 
the Pujmaraiii along the western side of the Hooghly estuary and 
forming part of the Midnapore district."^ It appears from recent 
surveys that one of the main lines of entry into Bengal in the 
past was up the Rasulpur river, thence by a channel connecting 
it with the present Haldi river and across by a branch of the Rup- 
narain, which flowed direct into that river. From the Rupnarain 
there was another channel going direct into the Hooghly some 
distance above Calcutta. It is clear from the maps of the eight- 
eenth century that the Rupnarain was more important formerly 
than now and that it had two channels, — on© the existing channel 


7 Campos, Portuguese Bengal, p. 94. 
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iato the Hooghly, aad the other which branched oft* below Tamlnk 
into the Haldi. Thus the thanas of Maishadal and Sutahata were 
formerly an island. In maps older than Rennell, the peninsula 
between the Hooghly and Rasulpur rivers, now Thana Khejri, is 
shown as an island. It is clear, therefore, that the march of the 
bigger rivers towards the eastern portion of the delta commencjed 
about one thousand years ago. The decline of the tidal rivers 
Rupnarain, Haldi and Rasulpur took centuries, but this ultimately 
brought about the downfall of Tamralipti. After the decline of 
Tamralipti, several important sea-ports came into prominence in 
Western Rengal — Samaiata and Harikela are mentioned by Chinese 
travellers, and we also find the mention of Bangela by an Italian 
traveller, Barihema (1505 A.]).) and a Portuguese traveller, 

Barbossa (1514 A. I).). Samaiata is i)robably the tra(*k of the 
delta where Bakargang* now’ exists. Il is probable that Ilari- 
kela and Bangela w^ere situated in the western bend of the evstuaiy 
and that their sites have been destroyed by new land-fonnatioii. 
Bangela is described as a large and })eautifii] port iTihabited by the 
Moors and situated just at the entrance of the estuary. Further 
inland Saptagram on the confluence of the Saraswati and Bhagi- 
rathi which was more accessible to the larger ships maintained 
its eminence for several centuries as the most famous port of 
Eastern India. Indeed, the celebrity of Saptagram goes back to 
the first or second centurj^ of the Christian era when it was the 
capital of Radha by the eastern boundary of w^hich the Ganges 
flowed. It was called Gangely Plolemy, and w^as described as the 
‘ Port of Ganges ’ in the Periplus of the Erythrian Sea, the sea 
being then much closer to Saptagram than it was in the later 
centuries. Even in the fourteenth century [Ibn Batuta (1346)] 
described its situation as “ on the shore of the great sea,’' but 
close to the junction of the Ganges and the Jumna (evidently at 
Triveni). Merchants from various parts of India as Kalin ga, Trai- 
langa, Gujrata, etc., used to come to this sea-port for trade, and it 
was from here that muslins, spices and other goods were exported to 
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Rome.® In the fourteenth and fifteenth centuries the trade of 
Saptagram or Satgaoji suft'erel an eclipse. Gaur, the royal 
capital of the independent Sultanate of Bengal, had already been 
a magnificent city five or six centuries before Christ, but she rose 
into her greatest opulence in the fourieenth and fifteenth centuries. 
The Meghna was then the principal route to the capital of Beng*al, 
the other being up the Bhagirathi. Chittagong, situated at the 
mouth of the Meg'hna was then the chief port of Bengal, and was 
named by the Portuguese, Porto (irande (gi^^at port) in contradis- 
tinction to their Porto Pegueno (small p.>rt) in Satgaon.^ Another 
important i)ort on the Meghna was Sonargciou, now situated away 
from the banks, 15 miles east of Daccij. This was the ancient 
Muhammadan capital of Bengal. Sonaigaor flourished as the 
seat of the Muhammadan governors of East Bengal from 1290 to 
1608 and was famous for its cloths and muslins. The ca])ital was 
removed to Dacca in 1008 on account of the raids of the Ahoms, 
the Arakanese and the Portuguese pirates, (xaur was redin^ed by 
the Ganges receding westwards, leaving long shallow marshes be- 
hind it. Fever followed and depopulated the (*ity, the final epi- 
demic of 1575 being so terrible that the dead (*ould be neither 
buried nor burnt, after which the few survivors fied from the 
place. Within half a century the population of 200,000 describ- 
ed by Portuguese travellers had disappeared.*^® With the detdine 
of Gaur, Chittagong declined in jmsition as a sea-poi*t, and trade 
was again diverted to Saptagram or Satgaon, then situated on the 
river Saraswati, which bram’hed f)fi' from the Bhagirathi below 
Triveni and joined it higher up. The main current of the 
Bhagirathi till the middle of the sixteenth century streamed 

8 See N, L. Dey, Geographifal Uirtionary of Aocicnf anti Medieval India, 
p. 178. 

9 Moreland thinks that tho Porto Pegneno refers to the Estuary of the Hooghly 
and the Porto Grande to the Estuary of the Meghna whieli extended from the 
Karnaphali river to the immediate neighbourhood of Pacca. 

10 He Barross, quoted by O’Malley, Bengal Oensiis Report, 1911, p. 25. 

F. 3 
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through the Saraswati.^^ By the sixteenth century, howeveir, the 
Bhagirathi diverted its current through the main channel, and 
caused the silting up of the Saraswati to such an extent that the 
sea-going vessels had to anchor, writes the Venetian traveller, 
Oeasar Frederick (15G7 A.D.) ; at Betor, the site of which is not 
identified as yet, several miles down the river from Saptagram. 
A temporary market sprung up in this place every year when the 
outgoing ships were loaded wdth the merchandise of Bengal. 
Frederick adds that the bazras (boats) had to wait for the tidal 
current and that it look eight hours from the mouth of the Ganges 
to reach Saptagram with the full tide. With the silting up of the 
Saraswati during the first half of the sixteenth century and further 
deterioration of the Hooghly, Saptagram became extinct as a port. 
Abdu-1 Hamid, the official historian of Shahjahan refers (in his 
Badshah-namah) to the ruin of Satgaon (Saptagram) (Elliot, VII, 
p. 32). In IGGO it was described by Van den Broncke as a mere 
village. A magnificent delta-port w^hich Avas seventeen square 
miles in extent now^ has no relics of the past except an insigni- 
ficant mosque and temj)le surrounded by an inaccesssible jungle. 
A small dry creek is what remains of the Saraswati, but villagers 
still speak of finds of old coins and masts of sea-going vessels now 
and then discovered in the locality. The Bhagirathi is now shal- 
low and full of chars and dangerous sandbanks. After complet- 
ing the land-formation in westernmost ])art of the delta, the rivers 
began an era of violent reconstruction in the estuary south-east 
of the Bhagirathi. In the northern reaches of the Ganges, after 
the decline of Gaur, Tanda thrived for centuries as the capita] 
of Bengali and as a commercial emporium. Ealph Fitch (I58G) 
mentions the important town of Tanda as standing at a few miles 
distance from the Ganges, as the adjacent country including many 
villages was once washed away by it .^2 Here he found a great 

ai CompoB, History of the Portuguese in Bengal, pp. 21-22. 

Puchas X, p. 181. 
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trade and traffic of cotton and (cotton cloth. Bacla, Sandwip, Sri- 
piir and Chandecan in the south were also important markets of rice 
and cotton cloth in the medieval period. Bacla, Pargana Chandra- 
dwip in Backergimge District, was long the seat of a line of Hindu 
zaniindars, belonging to the group of chiefs known as the Bara 
Bhuiya who are described as the ‘ twelve sons of Bengal.’ These 
zamindars first ruled in Kachua and subsequenily Madhavpasa. 
At Shujabad, on the Nalchiti river a big fort was built by Au- 
rangzeb’s brother. The island of Randwip leapt into prominence 
as an exceptionally fertile and prosperous spot in the sixteenth 
century, and its history under the Poriiigaese and the Arakanese 
is full of heroic adventures and cruel deeds. Sripur situated 
south of Sonargaon at the confluence oi the Meghna and the Padma 
also played an importanl pari in the histoiy of East Bengal, being 
the seat of the kingdom of Chand Eai and Ivedar Rai. It was a 
sea-going port, for Fitch embarked from here lor Pegu on a ship 
pt^ssing down the estuary. It was later on destroyed by the 
Padma. Ohandecan has been identified sometimee with Dhumghat 
or Tessore, the seat of the kingdom of Pratapaditya. European 
travellers have, however, referred to the river of Chandecan which 
a])pears to have been a part of the river Hooghly or one of its 
channels near Sangor Island. The princix)al centres of ship-build- 
ing at the time of Mir Jumla and Rhaista Khan (1664) appear to 
have been Hooghly, Baleswar, Muraiig, Chilmasi, Tessore and 
Karibari where as many boats were ordered to be built and sent 
to Dacca as possible. The district of Tessore is still full of 
marks of old river beds and of the memories of Iswaripur, Dhum- 
ghat, Tahajghat and Chakeri now hardly to be recognised as 
scenes of naval glory. In the meanwhile the Ganges showed a 
distinct eastern advance, and this meant an inevitable deterior- 
ation of the Bhagirathi and other rivers of the old delta. When 
the main river, probably in the sixteenth century, quitted the 
channel of the Bhagirathi, and started eastwards to seek another 

13 Mookerji, A History of Indian Shippinf? and Maritime Activity, p. 227. 
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outlet, the Ichhamati, the Jalanghi and Mathabhanga became in 
turn the main stream. But the river tended over to the east: 
and at last aided perhaps by one of the periodic subsidences of the 
unstable land surface it cut across the old drainage channels, still 
on its eastward inarch, until it was met and checked in its advance 
by the mighty volume of water of the Brahmaputra. The result 
of ihe eastward inarch of the main stream was the diminution in 
bulk of the rivers taking' off from it on the south, and this de- 
cline began more than two hundred and fifty .vears back. Towards 
the end of the seventeenth century we find the following ini])ortant 
])laces on the Ganges mentioned in the Khulasat-T-Tawarihh : 
Akbarnagar CRajmahal), Maqsudabad (Murshidabad), Mirdadpur 
(not identified) and Khizrahati (^\ miles east of Murshidabad) and 
Dacca. We read, “ After some leagues, it (the Ganges) parts into 
two branches: one flowing east, gets the name of Padmavati and 
falls into the ocean near the port of Chatgaon ; the other turning 
south branches off into three channels, of which the first is called 
Sarsati, the second Tumna, and (he third Ganga. This third 
with its thousand branches, joins the ocean near the jiort of Sat- 
gaon. The Sarsati and Jumna also fall into the ocean at the 
same place.’’ The Bhagirathi became unfit for navigation by the 
end of the seventeenth century. In lGr)() Tavemeur wrote that 
Bernier had to go overland to Cossimbazar from near Rajmahal 
as a sand-bank at its month made the river unnavigable. In the 
estuary of the Hoogbly or Bhagirathi too navigation was also full 
of risks. Methwold writes (about 1620) that in Bengal ‘‘ we are 
mere strangers ; the coast is too dangerous, and our shipping too 
great, to adventure there among so many shelves and sands.” 
The Portuguese, Dnteh and English merchants during this period 
brought down goods in small vessels along the Hooghly and tran- 
shipped them at Pipli or Balnsore. This course was uneconomical. 
Thus in 1660 the English Oompany authorised experimental trips 
up the river hy sea-going ships.ii^ The decline of the Jalanghi, 
14 Bee Moreland, From Akbar to Anrangzeb, p. 48, 
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Bhairab, the Mathabhanga, and finally of the Bha^irathi took 
several centuries. From the sixteentb to the ei^^hteenth cen- 
turies important European trading' settlement thrived on the 
Bhagirathi in Mnrshidabad (Farashdanga), Cossimbazar, Bandel, 
Hooghly, Chinsiira, Chandernagore, Serampore. as well as on the 
banks of the Karatoya and the Atrai. 

The Karatoya was an active river in the beginning of the 
nineteenth century; in 1810 it Avas described as a ^’ery consider- 
able river, of the greatest celebrity in TTiiidu fable ’’ Formerly 
it carried the waters which now’ flow through ihe (Lannel of the 
Tiesta, joining the Atrai in Dinajpur, finally falling inlo the 
Ganges. In 1787 the main stream of the Tiesta broke away to 
the east. Since the Karaioya has rapidly declined and it is now 
a river of minor imporlance, lit+le \ised for navigation. Tn 1801, 
Oolebrook slated lhat the Gorai and ('handni W 3 re the only channels 
in the wcvstern juirtion of the Ganges delta Avhich were navigable 
ihroiighout the dry season, and that the Bhagirathi and Talanghi 
could not be relied upon. The Talanghi, the Mathabhanga, the 
Bhairab, the Churni all declined during the last century and a 
half. The Madhumati and the Garai were active channels of the 
Ganges before the latter^s diversion into the Padma but now most 
of tbem have become a network of moribund channels. The gra- 
dual l)ut f'ontiuuous rise in their beds has caused a general 
derangement of levels so serious as to affect the natural drainage 
of the whole region, and made malaria a devastating endemic. 
This has led to a phenomenal economic decline in the districts of 
Murshidaliad, Nadia and Tessore. The Bhagirathi has continued 
to decay in its upper reaches. It was only a few years ago that 
river steamers ran straight up from Calcutta to Allahabad along 
the Bhagirathi; iioav there is not enough water in the river to 
take any hut the lightest boats, and this only at certain seasons 
of the year. Tn spite of dredging and training operations intend- 
ed to prevent the deposition of silt at the two mouths through 
which headwater is supplied from the Ganges, which have been 
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carried on more or less for nearly a century it will be not long 
before ihe mouths will become extinct or seriously reduced in 
size. The bed of the Bhagirathi near Chhapghati is now raised 
above that of the main stream; and for several miles sand-banks 
intervene between ihe Ganges and the Bhagirathi channe^ls. It 
is only during the rainy season that the Bhagirathi can now re- 
ceive water from the Ganges; in summer it is fordable in many 
places, and sometimes the (uirrent ceases altogether, and the 
channel becomes full of weeds. Further, the Jalanghi and Churni, 
in common with the Bhagirathi and supplying it with headwater 
are ahso deteriorating* because of the tendency of the main Ganges 
river to‘ march eastwards. More water comes into the Bhagirathi 
from the Eupnaraiii than from the Ganges and the inflow from 
the Jalanghi and CJiurni are negligible, except during Ihe rains. 
Even these are not sufiicient to explain the volume of the river 
up in Gahuitta or Barrackpore. What keeps the Bhagirathi going 
is not water from other rivers but percolation The river is 
really a deep irregular trcmdi in the soil and it fills up with 
water on Ihe same principles that deej> tanks in Bengal fill up. 
11 retains its dej)th partly because of the tides that prevent the 
silt from settling but chiefly because of the dredging that is con- 
tinued constantly. If the dredging were stopped the river would 
first become a swamp and then cease to exist. There is clear evi- 
dence that the delta-building functions of the rivers immediately 
to the east of the Bhagirathi and the Hooghly have ceased; the 
main Ganges river noAv carries its burden of silt-laden water away 
further to the east, beyond Kushtia. This is indicated not only 
by the decline of the whole Bhagirathi river system, but also by 
the fact that the rivers in Khulna, which is a new delta-forma- 
tion, do not now act, as once they did, as active distributaries of 
the Ganges and the silt they carry is brought down only by the 
drainage of Jessore District and part of Faridpore. The diversion 


ns Kim’s Notes lu the Sialcftman, 
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of the Damodar has destroyed tlie last chance of saving the Hooghly. 
It is probable that the Bhagirathi and the Hooghly now will 
decline much faster, and that the river would be liable to pre- 
dominant tidal action which will show itself in the formation oi 
shoals. Curtailed supi^lies of headwater may cause the wider por- 
tions of the river to decrease in width as the waterway adapts it- 
self to new conditions in maintaining its regime, and as these sup- 
plies finally cease the river will probably become extinct as such, 
and remain only as a tidal estuary bereft of any headwater. At 
Sakrail, four miles below Calcutta, there was formerly sufficient 
water for the deepest draught vessels to cross a( low water. Now 
at the end of the dry season there is only about 17 ft. 6 in. of 
water available. Middleton bar, 82 miles off Calcutta, is essential- 
ly a sea-bar, and not affected the ebb-tide scour. Heie also 
there has been deterioration, v.hich has brought down the level to 
14 ft. at lower water. Ships carrying merchandise are increasing 
in sizes and in the depth of water they draw. Thus large ships 
have to arrange long in advance their times of arrival and de- 
parture with the Port authorities at Calcutta. Cases are not un- 
usual of ships being compelled to leave their moorings earlier in 
order to go over the Middleton bar with a full flood tide. If ship- 
owners in various parts of the world begin to have doubts about 
the advisability of vessels calling at Calcutta, its preeminence as a 
shipping port wdll be lost before long.^^ 

The steady decline of active deltaic condition of the region 
will in all probability bring about the ruin of Calcutta as a port. 
The Hooghly in its lower reaches will gradually become as shallow 
and full of dangerous mud-banks as the Eupnarain, the Kasulpur 
and the Haldi channels through which seagoing vessels formerly 
entered the port of Tamluk; and the port of (Calcutta will one day 


See C. J. Wilkinson’s letter to the Statesman in connection with the Howrah 
Bridge Controversy, June 2, 1927 ; Discussion at the Rotary Club on the Deteriora- 
tion of the Hooghly, March 18, 1930. 
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be remembered like ancient Tamluk or Satgaon only in the pages 
of history. It is noteworthy that the question of the disposal of 
the Calcutta sewage has recently become very serious with the 
decline of the local deltaic river the llidhyadhari, which is con- 
nected with shallow salt lukes back of the city and into whi(‘h the 
sewage of Calcutta is discharged. Up till 18^10, the liidhyadhaii 
was one of the most active channels of the Gangetic delta and 
one of its numerous spill khajs, viz., the Central Jiake t'haimel 
extended itself right up to the (*ity of C^alcutta. But both the 
Bidhyadhari and the Lake Channel began to deteriorate at an 
alarming rate, such deterioration being probably facilitated by 
the (‘onstruction of a tew canals for the purpose of navigation 
which cut into the natural line of drainage. Quite a number of 
artificial canals have been constructed to (onnect East Bengal 
with Calcutta, and, indeed, this is one of the most important sys 
terns of river canal in the world judged by the large volume of 
traffic. (1) In 1777 Tolly canalized aw old bed of the Ganges from 
its confluence with the Hooghly at Hastings and carried the so- 
called Tulley^s Nullah east to meet the Bidhyadhari at Samukpota 
thus giving access to an inner route which leads eastwards from 
Port Canning. (2) In 1810, an old c‘haimel through the salt water 
lakes was improved and led w’^est wards by what is now known as 
the Beliaghata Canal. (8) In 1820 and 1831 a number of tidal 
channels were utilised and connected by cuts to form a new route 
between Calcutta and the Jumna Canal, and the circular canal 
from Chitpur was constructed to meet old eastern canal at Belia- 
ghata. (4) The new (hit was opened in 1859 leading from TTlta- 
deiiga south-east to Dhapa on the Beliaghata Canal. (5) In 1899 
the Bhangar Channel was canalised, completing the inner channel 
which was commenced in 1831. 

It is for the engineers to find out which of the large number 
of cuts and channels has by rutting across the natural lines of 
drainage accelerated the process of silting up of the Bidhyadhari. 
or whether the Bidhyadhari would have declined of its own ac- 
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count because of tli© natural decline of the river system of which 
it forms an appenage. It is probable that the engineers' unskil- 
ful interferences with natural drainage by means of artihcial 
cauals, locks and roads quickened the forces of decay of the mori- 
bund river system with which the Calcutta\‘’ future is so vitally 
bound up. Now at least one-half of the Bidhyadhari has died, 
and unless emergency dredging is resorted to, the other half will 
cease to be a drain for the Calcutta sevage and storm water, and 
us a government con)mittee rei)orted, “ the city will soon become 
uninhabitable.” Such dredging became imperative immediately 
the salt lakes were reclaimed, and the waterway became bereft of 
headwater supplies and subject to predominant tidal action. It 
is probable that due to a decline of the true de^ltaic conditions in 
the Burin d when the river system deteri'^ rated, disease and pes- 
tilence overwhelmed the ancient city of Qaui. The death of the 
Bidhyadhari is a symptom of much wider deltaic problem with 
which the future existence of Calcutta is intimately connected. 
It is, indeed, strange that the question has not aroused the atten- 
tion it deserved, and has provoked not (‘o-operation, but an acute 
controversy among the authorities concerned. Thus the Irrigation 
Department having to some extent usurped from Ca^lcutta its 
natural line of drainage for the purpose of inland navigation has 
now definitely refused to maintain (he Bidhyadhari, while the 
Local Self-Government Department and the Calcutta Corporation 
have not come to a mutual understanding as regards each other's 
responsibilities. Meanwhile the city has been throwing into the 
Bidhyadhari, whether dry or flowing, sixty million gallons of 
sewage a day. The author of the Akl)(i r-i-M nhalibat thus describes 
Calcutta as seen by him in (he last years of the eighteenth cen- 
tury, Calcutta is a large city, situated on (he banks of the Bhagi- 
rathi. The land on account of its vicinity (o the sea, is very brack- 
ish and damp.” Calcutta, like all deKaic cities, was first built 
along the natural levee, but has now expanded over the marshy 
bAck country. With the deterioration of the river system the 

F. 4. 
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whole of the area south-east of Ca^lcutta is now in a water-loggeci 
condition. During the heavy monsoon rainfall, the surface slope 
tends to convert the area back from the river into a lake. A 
costly system of covered drains collects sui’face and ground water to 
a depth of several feet but cannot cope with the heavy shower 
during the rain, and often the city is flooded, and garbage and 
other refuse float in the public thorough- fares where boats would 
ply. With the silting up of the salt swamps, and the Bidhyadhari 
Channel, the problem of disposing of storm winter and sewage has 
become acute. Cholera, small-pox and other diseases are rife as 
a result*; and the general death-rate of Cah utta continues to be 
very high. Perhaps the building of canals, which collect waste 
water and serve as highways as well as in Kolterdam, or the dis- 
tribution of pumping plant thixuighout the city as in New* Orleans 
another delta city wliich mighi accelerate the flow* of rainfall 
w'ater and refuse into the Bidhyadhari might defer the problem 
of sanitary disposal for the juesent. 

The changes that the estuary undergc^es towards the east are 
forestalled by the changes in the position where <he Ganges and 
the Brahmaputra meet. The tollowing ancient confluences seem 
to have been located. The Chalan heel in the Natore subdivision, 
Eajshahi, and the Airal l.eel in Dacca mark the old junctions of the 
Ganges and the Brahmaputra in successive epochs in the past; 
and the morass in Barisal, wdiich in Renneirs map is described 
as impassable by land in most parts, lhat of the Ganges with 
the Meghria. In ihe i^asi Yikrampur was the most important seat 
of vsettlement in ihe Barind, and was studded wdth Sanskrit schools 
and colleges. Capital cities sucdi as, Eajpal, Sonargaon and Eaj- 
nagar arose in successive epochs in this region. Forineriy both 
Dacca and Faridpur districts were the most active centres of del- 
taic land-formation; now^ wdth the age of the river Padma and the 
advanced formation of its alluvium, the centre has shifted to 
Bakarganj and is shifting today to Noakhali. In the eighteenth 
century the Ganges occupied roughly the bed of the present Arial- 
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khan and the Brahmaputra joined the Meghna in Sylhet. The 
combined waters of the Meghi.a and Brahmaputra swept to the 
sea under Noakhali and it is prol>able that their western bank was 
unbroken land from Bikrainpur to Mehendiganj and from Mehendi- 
ganj to Sahabazpur both of whirh latter are now more or less 
islands. At that time the Ganges flowed somewhat parallel on the 
other side of this shaft of land. At their mouth was the Island 
Sandwip, the abode of the Portugu-^se pirates, which was describ- 
ed by a Venetian traveller as one of the inosi tertile places in the 
country, densely populated and well-caltivat.id. in 1625 Herbert 
described it as one of the fairest and most fruitful spots in the 
whole of India. About 1730 the Brahmaputra and the Meghna 
swung westwards and flung out a chaiinel which cut through the 
shaft of land separating them from the Ganges, joined the Ganges 
and twisted its course from south-east to south. Miles and miles 
of land were added then to the sea-coast of Noakhali and a great 
part of Sahabazpur was destroyed. Further south the Bakarganj 
coast was swept away to reform rapidly as a chain of islands on 
the eastern side of the river. In 1744 — 66 the Ganges joined the 
Meghna at a point near Mehendiganj in the district of Bakarganj, 
more than 45 miles in a straight line south of the i)resent junction. 
In • 1794 it joined the Meghna in close proximity to its present 
junction under the name of the river Kirtiiiasa. This was due, 
as we have seen, to the diversion of the Brahmaputra. In 1765 the 
Brahmaputra joined the Meghna at Bhairabbazar. Within 1790 
the Brahmaputra circumvented and joined the Ganges near Jafar- 
ganj in Dacca instead of near Mehendiganj in Bakarganj. The 
Padma has shown a continuous tendency to cut towards the north 
and east. This north-east tendency has had its efFecI at the junc- 
tion with the Meghna whose clear waters have at the same time, 
hy arresting the Padma silt, tended to block up the channel. By 
the year 1830 the Meghna had arrested the north-east tendency of 
the Padma, which was compelled to find a more soiither'ly channel ; 
by 1840, however, the north-east tendency again asserted itself, 
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only to be defeated again about the year 1870, to such an extent 
that the former main channel of the Padma was often fordable 
between 1873 — 83. By 1893, however, the Padma again resumed 
the attack, and it is only in recent years that the Meghna has once 
more come out victorious, and is driving the Padma into a more 
southerly channel. At every such attack it appears the mouth of the 
Padma moves further north. These changes have also been felt in 
the estuary. The main current has turned eastwards so that the 
western channel the Ilsa Tentiilia has begun to shoal. In the 
meantime, however, the chain of islands on the west has joined on 
to Sahabazpiir. Thus this island which was once destroyed has 
been remade, as a prosperous settlement. Great silt-deposits have 
also formed land rapidly to the south and east of that island. 
The Settlement OfiScer of Bakarganj writes after his survey that 
it is probable that Mehendiganj and Sahabazpur will soon again 
be joined together by a shaft of land and that the Arialkhan will 
decline into one of the great internal rivers of Bakarganj. 
Whether it will still carry enough silt to consolidate the islands 
at its mouth into a compact block of land or to extend the southern 
coast of Sahabazpur is not so clear. Gii the eastern side the Saha- 
baaspur Channel has been destroying Sahabazpur and consolidating 
Hatia for 15 years. As the land forms off Mehendiganj, the 
current should set further eastwards, ceasing to vex the limits of 
Bakarganj and beginning an era of violent reconstruction in the 
estuary south of Noakhali. 

The eastern inarch of the river still continues. It is a far 
cry from Midnapur to Noakhali, from Sagar to Sandwip. But the 
same rivers which at first made their way to the sea at the extreme 
west of the great bend which marks the northern limit of the 
Bay of Bengal, have now concentrated their attention towards the 
eastern bend adjoining the Chittagong sea-coast. On the west 
coast of the delta the tides rise twelve or thirteen feet, on the eaist 
from forty to eighty. On the west the water is salt enough for 
mangroves to grow for fifty miles up the Hooghly, on the east th^ 



FLUCTUATIONS OF RIVER, ETC., IN DELTAIC REGION 633 


sea-coast is too fresh for that plant for ten miles south of Chitta- 
gong.^^ Westward the country is full of the memory and marks 
of ancient sea-ports and sacred river beds which have been desert- 
ed in the eastward moveniont. Wesiward we have decadent agi’i- 
(uiiture and dwindling population, in the east we have phenomenal 
agri(mltiiral prosperity and expansion of poiiulation in a country 
which has been lately a bare muddy exjianse with no trees or 
shrubs but what are planted. The mo\#‘ment is <xradual but 
inevitable. 

Man is absolutely powerless to deal wiih stupendous forces 
which the mighty rivers bring to bear upon the land. Thus 
land- formation and reformation must go on and Ihe intervention 
of man can effect no change. It is estimated that if a fleet of 
about 2,000 ships, each freighted with 1,400 tons of mud, vere to 
sail down the river every h(,ui* of the day fo” four months con- 
tinuously, they would only transport io the sea a mass of solid 
matter equal to that borne down by the Ganges in the four months 
of the flood season. Where rivers are active in their delta-build- 
ing functions alluvion and diluviau with changes in the course of 
the main channels, wait for no man. Having completed the silt- 
ing up ^and land- formation of the northern and western part of 
the delta the mighty rivers are now swinging eastward in the 
estuary south of Noakhali and west of Chittagong. It will take 
more than a (*entury to build the main land of Noakhali and re- 
build the islands of Hatia and Sandwip. Today the most active 
and violent of the Meghna Channels is that w^hich flows between 
Rahabazpur and Hatia. There is also another furious current 
which will play a prominent part in the re-making of Sandwip and 
the Chittagong coast. As the forces of the formation of alluvium 
stabilize themselves and ihe rivers cease to meander in Dacca and 
Bakarganj, the towns of Munshiganj, Narayanganj, Chandpur and 
Jhalakati will leap into prominence. In the meanwhile the fonn* 
Vf See Hooker’s Himalayan Journal, Yol, 11, p, 390, 
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ation of sand-banks in the lower reac hes of the Hooghly will make 
it less and less adapted to the requirements of ocean traffic and 
navigation which Calcutta today satisfies. Perhaps Port Canning 
might appropriate to some extent the maritime and commercial 
activity of Calcutta and prolong the fight with unfavourable deltaic 
conditions. Thus the Sahabazpur river or the Sandwip t^hannel 
will probably take the place of the Hooghly; Sandwip and Chitta- 
gong might revive not as abodes of pirates who ruined and laid 
waste a large poriion of Ijower Bengal but of merchants who will 
open out new' sources of wealth for the people. The building of 
the spacious bridge across the Padma at Saraghat and the recent 
selection of (Chittagong as a first class port are noteworthy steps in 
this consummation. But the rivers build or destroy in decades, 
not years, and by the time the eastern part of the bend eclipses 
the glory of the w’estern the rivers in the upper reat'hes in their 
uninterrupted course of land-building also will have destroyed 
many great cities which now adorn their banks by withdrawing 
w'aters from them and giving life and prosperity in new' directions. 
The river makes or unmakes land and with it man and his workis 
all along its course. Tls ])ow'ers for building or destroying are, 
however, mightier in ihe delta than in the upper reaches, and 
where it has undertaken a long arduous journey these are simply 
stupendous. 



KASHMIR DURING THE MOGHUL PERIOD 
AN ECONOMIC SURVEY 
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Sri iKiga r, K ash mir . 

Ifitrodiictary. 

The history of Kashmir, from 3000 B.C.. is 

one of the oldest in the world, lieeordiiig the political 
events of their reigns was co-nsidered a duty by the 
kings, and, consequently, a liOvst of historians was 
employed to continue the Hajaturavrirn. But, un- 
fortunately, no information is given regarding the socdal 
and economic c ondition of the people. The old historians 
never thought of the fact that the history of a country 
was made by the pco}>le and not only by the kings. 
Kalhaiia, to whom we owe the knowledge of ancuent 
Kashmir, also lacks in this respect, though Dr. Stein, 
by his most praiseworthy research work, has been able 
to glean some facts about the economic condition of the 
people of ancient Kashmir. 

In the following pages, I have collected, from 
^ arious sources, some facts about the economic condition 
of Kashmir during the Moghul period. I am fully 
conscious of the fact that full justice has not b^n done 
to the subject. If, in spite of this, some liglit will be 
thrown on the history of Kashmir during that period, 
my labour will be amply rewarded. 

Moghul period has got a special interest for the 
student of economics. The presence of lasting and 
beautiful works of the Moghuls, creates in us a desire 
to know more about the authors of these wonderful 
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masterpieces. Side by side with tbis desire, no One wko 
has seen the Shalimar and the Nish at gardens, has looked 
with wonder on the huge wall round Ihe Hari Parbat. 
and has visited such other works throughout the length 
and breadth of Kashmir, can hold back the desire to 
know something about the 'people during that time. As 
it is, our curiosity is satisfied by the romantic stories 
connected with that period. But it is the work of an 
economist to reveal the true nature of affairs and the 
hard realities of life. 

Moghul period is important on account of other 
leasons also, chief amongst which is the patronage and 
encouragement that many indigenous Kashmir industries 
received at the hands of the Moghuls. Opening of 
Kashmir to the rest of India is an additional cause of 
the importance of this period. Before Moghuls became 
the masters of the Valley, Kashmir was an independent 
country, self-sufficient in all the necessaries of life and a 
small lonely counti^y cut off from the world by high and 
snowy mountains. Buring the Moghul period improved 
road communication was set up and semis were built 
for the convenience of travellers. Political unity and 
the numerous visits of the Moghul Empeiors made 
Kashmir part and jjarcel of India. This had great 
economic consequences. 

Akbar’s conquest,” writes Dr. Stein, “ marks 
the commencement of modern history of Kashmir. , . . 
Though the conservative instinct of the population was 
bound to maintain much of the old traditions and 
customs, yet the close connection with a great empire 
and the free intercourse with other territories subject 
to it necessarily transformed in many ways the political 
and economical situation of the (iountry.”^ 


l Introduction to Kalhana's hajataranyim . 
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Though there exists a; good number of histories 
dealing with the Moghul period yet this does not make 
easier the task of an economic researcher. There is 
very little information of any economic value. The 
confusion of dates, names, and 2 ; umbers adds to the 
difficulty, though the official records like Ain-i-Alchan, 
help to check independently the statements of other 
historians. Records like Tuzk-i-Jehnngiri while chiefly 
giving the experiences of kings who are not in a position 
to correctly depict the condition of their subjects ''being 
on too high a social level) are yet of di spinel economic 
value in so fai‘ as the condition of the upper class is 
conctemed. Moreover accounts of trav ellers like Bernier 
aie considerably enlightening. Again, there are many 
Persian histories of Kashmir dealing with thi , period, 
e.g., Tarihh-i-Hassan and Tarikh-i -Firishta. In these 

also there is very little information regarding the 
economic condition of the people. An economic 
researcher is, therefore, obliged to content himself with, 
and make the best use of, the little he has got, supple- 
menting the statements, here and there, with his own 
obsenvations and conclusions. 

The Hindu kingdom in Kashmir came to an end in 
1315 A.D., when Sultan Shams-ud-Din, by his unscrii- 
pulousness, ascended the throne. His dynasty ruled 
for 236 years and was succeeded by Chaks, a warlike 
race in the Kashmir Valley. The Chak failed to take 
root (being in power for a brief period of 25 years) on 
account of the internal dissensions and the absence of 
any leader among them. The kingdom of Kashmir was 
wrested from the Chaks by the Moghuls who, in spite 
of the aforesaid weaknesses of their opponents, conquer- 
ed them with very great difficulty. 

The Moghul rule may be said to begin in Kashmir 
from 1586 A.D. Previous to that no doubt, the country 
P, 6 
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The country. 


waft occupied by them several times but, wbat with the 
severity of climate and the conspiracies of their enemies, 
their stay in the valley had not been long. Their rule 
practically came to an end in Kashmir, as elsewhere, 
with the death of Aurangzeb. Our siudy will, therefore, 
be limited from 1586 A.I). to 1707 A.D. 

The Ceuiitry and the People. 

Geographically Kashmir during the Moghul period 
was not the same as it is today, in that the word is often 
nowadays used for the territories of H. H. the Maharaja 
Bahadur. During that period it was the Valley proper, 
viz., from Verinag in Ihe south to Kishen Ganga in the 
north and from Tibetan mountains in the east to Pir 
Panjal in the west. In our study, therefore, Kashmir 
is used in this restricted sense only. 

Then there is another (‘onfusion that we should 
avoid. In the Moghul period Kashmir is used for 
Srinagar also. The latter name being a Hindu one had 
come into disuse by onler of Ihe Muhammadan rulers. 
Thus Bernier says, The capital of Kashmir bears the 
same name as the kingdom. 

Now about ihe political geography. The Jammu 
provinces were practically independent. Ladakh and 
Gilgit, though friendly for some time towards the 
Moghuls, were quite independent. So were the provinces 
of Dardistan. Thus only this, small valley was in the 
hands of the Moghuls. Consequently the economic 
influence was hampered by the political differences ; the 
Moghuls taking particular care about the free intercourse 
of the Kashmiris, Dogras, Ladakhis and Dards. 

Kashmiris are not migratory by nature and there- 
fore the majority of villages and hamlets, towns and 


2 Travels in the Moghttl Empire, edited by Constable and Smith. 
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cities, were at the same places as they are today. Thus 
Senda Brari, Vejbrara, Pampur, Zewan, Khriu, 

Acchawal, Matan, Aishimuqam, Ishibrar:, Verinag, 

Halthal, Lar, and many such villages described by Abul 
Fazl have chang*ed but little. Similarly Bernier who 
visited Kashmir in the time of Aiirangzeb, describes 
many places with such an exactness, that we are tempted 
to believe that he visited the vallev only last year. 

Srinagar was the capital of the country and was in 
a flourishing condition. T^acchamkul, Mar and the 
Jhelum flowed through it. There were other nnj)ortant 
towns as well. Bijbihara and Anantnag were In a 
prosperous condition. Pampur, Khoihama and Paraspur 
were also towns of importance. 

The census of the valley was taken by Saif Khan The number 
. * . of people.l 

in or about 1670 A. I). According to that there were 

12,43,03t3 souls in Kashmir, im^luding 90,400 infantry 
and 4,812 cavalry.^ Excepting this there is practically 
no record of the population of the country. Travellers, 
like Bernier, do not even mention whether the popula- 
tion was more or less dense than in other parts of India. 

Abul Fazl’s Ain and the like lack in this respect. We 
can, however, to quote Mr. Moreland, gauge the density 
of population from the land revenue that was realized 
from the different parts of the valley.^ Military garrisons 
cannot throw any light on the population problem, 
because Kashmir being a frontier and inhabited by 
warlike race-s like Ohaks, should require more military 
strength than any other province in the rest of India. 

We are, therefore, compelled to measure the density of 
population by the revenue returns only. For this happi- 
ly we have some matter. 

3 Tarikh-i'Hdfisan, MSS. in possession of Pandit Anand Eoul, Ex-President 
of the Srinagar Municipality. 

4 India at the Death of Afcbar, by C. E. Moreland. 
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From the revenxie statistics of Abul Fazl^ we find 
that in the Mamz tract the revenue realized was com- 
paratively more than in the Kamraz tract. Agrain ill 
the Maraz tract, Vihi Pargana yielded more than either 
Itch or Brang. Wular Pargana yielded more than 
either Phak, Knthar or Matan. In the Parganas south- 
eavSt of Srinagar, Ad win yielded the largest amount of 
reveniie, N^agam came next and Verinag last of all. 
In the Kamraz tract Krohen yielded the largest amount 
with Bangil following close. ^ Inderkot came last of all. 
We, therefore, come to the following conclusion, that: 

(a) Maraz tract was more populous than the 

Kamraz tract. 

(b) in the Maraz tract, Vihi, Wulai' and Adwin 

were comparatively denser in population 
than the adjoining ])arganas. 

(c) in the Kainraz tract, Krohen and Bangil 

Parganas were more populous than any of 
the sixteen parganas. 

It may be noted here that with slight modifications 
these results hold good even at the present time. 

Abul Fazl, Jehangir and Bernier record that 
Kashmir was full of green fields of crop and that little 
of the land was left uncultivated. On the other hand, 
there is no record showing that the Kashmir grain was 
exported. This proves that the population of Kashmir 
was dense to the full productive capacity of the valley. 
Again Abul Fazl says, Notwithstanding its numerous 
population and the scantiness of the means of subsistence, 
thieving and begging are rare.’’^ This remark proves 
that the population of the valley was denser than many 

5 Ain i’Akbarit translated by Col. H. 8 . Jarret. 

6 Ibid, 
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parts of the rest of India. Secondly, it shows that the 
valley must have been overpopulated because notwith- 
standing the thorough cultivation of land and the absence 
of exports of grain the means of subsistence were 
scanty.’’ This conclusion is also supported by the 
remark of Bernier about Aiirangzeb’s visii to Kashmir, 

That a scarcity of provisions may not be produced in 
the kingdom of Kashmir, the king will be followed b^^’ a 
very limited number of individuals. 

The Muslim element entered into Kashmir in the The classes 
first quarter of the fourteenth century of Christian Era.® tion. ^ 
Formerly the population consisted of eith^^r Hindus, 

Buddhists or Jains. During the Moghul period Islamic 
element did not predominate to such a degree as at 
jiresent, even though Baintan Shah and Sij-andar the 
Iconoftost had converted thousands of Hindus to Islam. 

The Hindus were called Bhatts and they were 
chiefly concentrated at Srinagar, Vihi, Mattan, Itch, 

Nagam, Inderkot, Eatan, and Telgai i. Amongst the 
Hindus were about 2,000 Bishis. 

4s regaids the Muhammadans, Abul Fazl says, 

The majority of the narrow-minded conservatives of 
blind tradition are Sunnis, and there are some Imamis 
and Nur Bhakhshis.” They were present in all parganas 
in varying numbers. In the Ain-uAlhari they are 
chiefly shown at Dacchinpura, Zainager and Patan. 

There were amongst them many castes such as Khamash, 

Shal, Sihar, Bakri, Sansi, Doni, and Ohaks, who were 
present at Brang, Wular, Banihal, Bangel, Verinag, 

Dunso and Krohen respectively. There were also hilly 
tribes like Thakor and Naik who lived in Bottu and 
Showur Parganas. 

7 Travels in the Moghul Empire, Constable and Smith’s edition, 

8 Introduction to the Rajaiarangini, by Stein. 
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About the economic division of the population, very 
little is known. The high civil and military officials 
who were generally Moghuls comprised the upper class. 
Moreland says that there seems to have been no middle 
class during the Moghul period.^ But in Kashmir the 
Pandits who were employe<l in the various state depart- 
ments naturally represented that class. The lower class 
consisted of the unskilled labourers like coolies, 
sJiawlbiiffs and the like. There were few manufacturers 
and big entrepreneurs as many of the principal productive 
trades and manufactuies were state monopolies. 

Administratiim. 

Kashmir formed one of the subhas of the Moghul 
Empire. The form of administration must have, there- 
fore, been the same as in other subhas. The Moghul 
administration in India was carried on either as lacha 
or pucka, Kacha administration was one in which the 
goveiTior and othei officials of a subha received pay 
from the Imperial Exchequer and submitted the nett 
revenue to the same. Tlie pucha administration meant 
one in which a favourite of the emperor was appointed 
the governor of a subha and he had to pay a certain 
amount to the emperor, carrying on the administration 
as he liked. 

It is certaiji that the administration in Kashmir was 
a kacha one. This is amply proved by the faci that 
there were numerous subedhars during the Moghul 
period. The pucka form, moreover, was chiefly in vogue 
in Southern India. 

The subha of Kashmir had a varying number of 
sirkars in the Moghul period. Each of these was in 
charge of a kotwal. He had to look after the security 


9 Moreland, Op, cii. 
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of the people and had also to condmct other civil duties 
like sanitation, public-works, etc. 

Ihe collection of revenue and the duties connected 
with that line were in the hands of a ManseUdhui^ who 
was in chargee of a sirkar. This pc3t may be compared 
to the one of a Tehsildhar nowadays. Villages also 
received the proper share of administration. The insti- 
tution of village officers dates from the times of Moghuls. 

The security of the city or town people was to some 
extent assured on account of the presence of the lotwal 
and the who Ixilli had judicial and execuiive 

powers. If lit it is not doubtful that many of them took 
undue advantage of their authority. As Moreland 
remarks, “ bribery was almost universal in India at this 
time. Political power was to no smaP extent used 

for religious persecution. tJonaidering the long distance 
that was to be travelled from Kashmir to Agra and the 
absence of any means of quick transportation, the high 
Moghul officials could tyrannise over the people without 
any fear of the latter’s appealing to tUe emperor. This 
was, however, to some extent mitigated by the occiisionul 
visits, of the Moghul Emperors to Kashmir. 

As regards the security in the country, the adminis- 
tration of justice was wholly in the hands of the 
Mamehdhar. Kashmiris regard crime as something 
abominable, something to be detested from the core of 
one’s heart and therefore travellers and merchant 
caravans were safer in Kashmir than in any other part 
of India. Abul Fazl admits it frankly and Bernier also 
supports this assertion. 

Before Kashmir came under the sway of the 
Moghuls, the Sultans and the Ohaks had fixed two duties, 
namely, haj and tmnga. The former was loosely known for 


10 Moreland, Op, cit. 
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any toll or tax. The latter was (1) a demand in excess 

of the land revenue, or (2) inland tolls/ Akbar 

exempted the people from these two duties. There were 

only Sair-i~Jih(it>^ cesses. In the time of Auran^zeb, 

Jizya or poll tax was levied on the Hindus. 

Weigrhtsand To understand the economic history of a period, it 
Currency, ; 

is absolutely necessary to know the units and sub-units 

of weights and currency. Akbar fixed the unit of weight 
as uian which was divided into 40 equal parts, each part 
being called a seer. The man of Akbar was not, how- 
ever, equal to our present maund, but equal to 56 lbs. 
only. I, and h of a seer were also used. Though these 
were the standard weights, all the weighings in Kashmir 
were done in Kharirars and traks, a Khanvar being 
equal to 3 mans and 8 seers, Akbarshahi. EA^en the 
payments- in cash w^ere estimated in Kharwars of Shall. 
Thus the present-day units of Khanrar, traky manuit, 
seer and i^av were in vogue then also. 

The tol^ in this country w’as 16 mash as, each viasha 
being equal to 6 surakhs, as against 8 surnkhs in the 
rest of India. 

Kashmir not only had its own mint, but the currency 
in vogue here was different from that of India. The 
standard coin of Akbar was a silver rupee, in weight 
equal to the present rupee, but not equal in purchasing 
power. A rupee was equal to 40 dams. In fact, every 
transaction of business was done in terms of dams on 
account of their high value. # 

Here the standard silver coin was Ropa-sasano, 9 
masJias in weight. The pantsu was of copper, equal to 

ilJadunath Sirkar, India of Aurangzeh. 

12 In its original purport, the word signifies moving, walking or the remain- 
der I from the latter jt came to denote the remaining or all other sources of 
revenue in addition to the land tax from a variety of imports, as, customs, 
travellers’ dues, house fees, market tax, etc.— Wilson’s Glossary. 
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j\th of a dam. This was also called a kaserah. One- 
fourth of this was called a hahagai^ of whic^h aj^aiii one- 
fourth was called a shalvri. Tabulatipj^r : 

4 shakri = 1 bahagni 

4 bahagni = 1 pantsu = 1/(3 dam = 1 kaserah 

4 kaserah = 1 rahat = 2/3 dam 

40 kaserah = 1 sasiino ~ 20/3 dams 

ih sasuno = i sikah = lO dams 

100 sikah = 1 lachh = 1000 darns 

Thus we see that the highest coin was " rihali 
equivalent to 10 dams and the lowest was a shaJcri 
equivalent to 1/9G of a dam. The pri(*e of a Ktiartvar ct 
shall was 29 darns. From this we ‘an ‘vcl an idea of 
the purchasing ])()wer of a dam. Taking the present 
value of a Khamrar of shah as 11s. 4-8-0, he parchasing 
jiower of a present ruy)e<* is equivalent to the p’'trcha8in,g 
value of 6^ dams or appioximately to i of an Akbar- 
shahi rupee, during the Moghul period. In otlier words, 
we must recognise the income of Us. 5 in Akbar’s time 
as equal to Rs. 80 in 1930. 

The exchange value of an Akbarshahi rupee was 
then iJs. 8d. in terms of the then currency of England 
and 80 sols (a sol being equal to 9 of an English penny) 
in terms of the then French currency. 

Agricultural Producticn. 

The immemorial tradition in Kashmir considered the Land 

tenures 

whole of the land as the property of the ruler. Of some 
portion of the JhalsaJd^ land the sovereigns divetsted 
themselves by grants in jagir^s for various periods. 

Though before the country came under the suzerainty 
of the Moghuls, “ one-third had been for a long time 
past the nominal share of the state, yet more than two 

13 Lands of which the revenue was the property of the government — Wilson’s 
Glossary. 

F. 6 . 
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shares were actually taken.” Akbar fixed the share 
of the state as one-half. The system of revenue coUeo 
tion was by appraisement and division of crops, assess^ 
ments for crops paying special rates, not being the 
custom of the country. 

Qazi Ali, one of the first Moghul governors of 
Kashmir fixed the revenue at 30,63,050 Kharwars and 
14 traks. Taking the prices current for several years 
past, the Qa.zi struck an average of the aggregate, and 
the Khar wav in kind was ascertained to be equal to 29 
dams and the Khar war in money was fixed a(‘cordiiig 
to the former rate of 13 daitis. This meant a great 
advantage to the farmer wlm, if he submitted the revenue 
in kind, would be credited at 29 dams a KhariraVy while 
if he wished to pay in cjish would have to pay only 13 
dams. Tt (ould not be as(‘ertained whether the farmer 
had to pay the revenue in cash or in kind, or whether 
the choi(‘e of paying in one or tin* other was left to him. 
Most probably he was requir(‘d to pay a certain sum in 
cash and the rest in kind. 

The revenue amounted to 7,46,70,411 dauis, out of 
which 1,20,22,183 dams were paid in cash and the resi 
in kind. 

Asaf Khan who succeeded Qazi Ali, fixed the 
revenue at 30,79,443 Kharwars^ of which 10,11,330^ 
Kharwars were paid in money. Although,” writes 
Abul Kazl, ‘‘ the revenue in Kharwars of Asat Khan was 
in excess of that of Qazi Ali, yet cahmlated in money 
the receipts are less, because he estimated the Kh,a.rwar 
in money which is of lower relative worth. 

Following are the tables showing revenue paid in 
cash and kind by different parganas, in the time of 
Akbar^® : 

14 Jarret's Ain4-Akbari. 

15 Ibid, 
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The Maraz Tract 


Containing 22 Mahals. Revenue: 1,792^,819 
Kharwats equivalent to 35,796,122^ daias (Rs. 8,94,903), 
of which 670,551 Kharwars, 12 traks were paid in 
money, equivalent to 8,885,248 dums (Rs. 22,131-3-2). 
Cavalry : 1,620. Ljfantry : 4,600. 

City of Srinagar. Revenue : 342,694 Kharwars, 12 
traks. In money, 342,996 /kharwars, S traks; in kind, 
1,698 Kharwars, 4 traks. 


Parganas East of Srinagar 


Pargana 

In k'nd j 

In money 


Kharwars 

1 

Traks 

Kharwars 

Traks 

Itch 

144,102 

0 

62,034 

4 

Brang 

78,834 

4 

8,769 

8 

Vihi 

209,632 

8 

161,968 

8 


Parganas N orth-East 


Pargana 

In kind 


In money 


Walar 

Kharwars 

128,656 

Traks 

4 

Kharwars 

12,605 

Traks 

8 

Phak 

71,111 

12 

17,402 

8 

Daohinpara 

76,153 

0 

6,902 

12 

Khawarpara 

46,2-26 

8 

3,576 

8 

Kuthar ... 

37,479 

4 

3,221 

12 

Maruadwen 

... 


5,041 

0 

Matan 

190,043 

5 

18,062i 

... 



648 


P. N. K. BAMZAI 


Pargaiias South-East 


Pargana 

In kind 

In money 


Kharwars 

Traks 

Kharwars 

Traks 

Ad wen 

101,432 

4 

14,815 

12 

Itch 

98,369 

0 

14,377 

4 

Banihal 

40 horse-loads and 

6,435 0 


••• 

Bottu 

3,515 

0 

4,235 

8 


besides transit 
remitted. 

duties 



Devasar 

^ 85,644 

8 

822 

8 

Zainapur 

15,875 

4 

1,790 

1 

Suparsaman ... 

6,133 

0 

2,003 

4 


besides dues on firewood 



Showar 

39,167 


8,550 

, 12 

Shukroh . . 

45,224 

0 

12,757 

8 

Nagam 

189,770 

12 

22,576 

4 

Ver 

12,270 

8 

838 

0 


The Kamraz Tract 

Oontaining IG Mahals. Revenue: 1,218,799' 
Kharwars, 12 tniks, equivalent to 20,316,918 dams 
(Es. 667,922-15-2). In money : 272,954^ Kharwars, 
equivalent to 3,016,632 dams (Es. 90,416-12-9). 
Cavalry ; 1,590. iniantry ; 16,966. 
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Parg alias North-East 


Pargana 

In kind 

In money 


Kharwars Trahs 

Khar war ft Traks 

Zainager ... 

13,258 0 

32,065| 0 

Khoihama... 

00 

c 

to 

15,522 0 


Parganas Soyth- W est 


Pargana 

In kind 

In money 



Kharwars ^raks 

Kharwars Traks 

Inderkot ... 

... 

9,553 

4 

7,238 

0 

Paraspur ... 


18,830 

12 

3,352 

8 

Patan 


4,799 

4 

523 

0 

Bangel 


115,233 

12 

20,280 

4 

Biruh 


57,098 

12 

13,383 

0 

Telgam ... 

••• 

15,415 

12 

4,435 

4 

Dunsu 


63,219 

8 

17,038 

8 

Daoohinkhawar 


30,222 

4 

20,653 

10 

Sair-ul-Mawazi 


192,045 

4 

18,666 

12 

Khoi 


22,945 

0 

370 

0 

Kamraz ... 

. . . 

342,844 

4 

103,725 

4 

Krohen 

... 

115,474 

0 

29,779 

12 
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The following table shows the amount of revenue 
(in Akbarshahi rupees), derived from Kashmir in 
different years: 


Year 

Revenue 

Sarkars 

Mahals 


Rs. 



1594 A. D. (Am) 

15,528,26 

1 

' 38 

1648 A.D. 

3,750,000 



1664- A.D. 

2,869,750 


... 

1666 A.D. (Bernier)... 

3,500,000 

... 


1695 A.D. (Dastur-i- 
Amal) 

3,157,125 

i 

i ' 

46 

1697 A.D. 

3,506,000 

... 

... 

1700 A.D. 

6,947,125 

• • • 

... 

1720 A.D. 

5, 320,, 502 

7 

75 

Tieffenthaler 

i 2,500,000 


... 


The agricul- The staple food of the Kashmiris during the Moghul 


period was rice, iish and various vegetables. “ Though 
shall rice is plentiful/’ remarks Abul Fazl, “the finest 
quality is not obtainable.” Wheat and vumii were also 
cultivated, but gram and barley were unknown. Some 
portions of land were irrigated artificially. The numer- 
ous rivulets and springs supplied water to the rest of 
the fields. The valley did not wholly depend ujwn 
rains. Some pavewas, like Zukru and Mattan were 
supplied with water by channels, most of which were 
constmcted in the time of Zain-ul-Abdin. “ From the 
sides of these mountains gush forth innumerable springs 
and streams of water which are conducted by means of 
embanked earthen channels even to the tops of the 
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numerous hillocks/’ thus wrote Bernier. Again, “ The 
numberless streams which issue from the mountains 
maintain ihe valley and the hillock (K(irewn^s) in the 
moat delightful verdure. The whole kingdom wears the 
appearance of a fertile and highly cultivated garden.” 

Saffron was cultivated chiefly at Pampur where from 
ien to twelve thousand highas of land were under cultiva- 
tion. At Paraspur also there were some t>atfron fields. 

The method of cultivation is gi\en ^ery clearly by 
Jehangir in his Memoirs. There was a carious supersti- 
tion then in existence. When the cultivation be'ran, 
the farmers worshi])] ed at the Zewan spring and after- 
wards pour(Ml cow’s milk into it. If as it fell, it sank 
into water, it was considered a good omen and a plenti- 
ful croj) was expected; but if untoi tunateh , it only 
floated the peasants considered it an adverse omen. 

in the Waquai-i-J chan git i , it is asserted that in an 
ordinary year 40(1 maunds of saffron were produced. 

Half belonged to the government and half to the culti- 
vators. 

During the time of Akbar tbe price of Kashmir 
saffron was from Ks. 8 to Rs. 10 per seer (IJ lbs.) and 
in Jehangii ’s time also about the same. We might again 
deduce from it the purchasing power of a rupee during 
the Moghul jjeriod. Taking ordinarily the price of a 
seer (14 lbs.) of saffron as Rs. 60, we come to the 
conclusion that the f)Ui*chasing power of a rupee was 
then from six to seven and half times the value at 
present. 

Water-melons and some other vegetables were 
cultivated on the floating gardens of the Dal. Water- 
nieh)ns of Kashmir were so famous that the Moghul 


16 Tuzk4-Jehangiri, franulated by Uogfcrs and Beveridge. 
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Emperors specially got them taken to Agra for their and 
their courtiers’ dishes. 

** Magnificent chinar trees j)]anted throughout the 
valley,” writes Sir W. B. Lawrence, all owe their 
origin to the Moghul vogue, and though it has been said 
of the emperors, that they were stage kings, so far as 
Kashmir was concerned, they would be entitled to the 
gratitude of posterity if only for the sake of the beauti- 
ful plane tree. In the vicinity of the Dal there were 777 
gardens in the Moghnl times, and the roses and the bed- 
musks brought in a revenue of one lakh of rupees per 
annum. 

Kashmir produced a great variety of fruit in 
abundance. They were much better than Indian fruits. 
Besides plum and mulberries the fruits were numerous. 
“ Melons, apples, peaches and apricots are excellent,” 
remarked Abiil Fazl. Though grapes were in plenty, 
finer (lualities were rare. Bernier who travelled with 
Aurangzeb from Agra to Kashmir is all praise for the 
fruits, ” The whole ground is enamelled with our 
European flowers and jdants and covered with our 
apples, plum, apri(*ot, and walnut trees, all bearing 
fruits in great abundance. The private gardens are full 
of melons, radishes, most of our potherbs and others 
with which w'c are unacquainted.” But as compared 
with French varieties the Kashmir fiuits do not seem to 
have reached the same level. ‘‘ The fruit is certainly 
inferior to our own,” continues Bernier, “ nor is it in 
such variety ; but this, I am satisfied, is not attributable 
to the soil, but merely to the comparative ignorance of 
the gardeners, for they do not understand the culture 
and grafting of trees as we do in France. He was, 

17 The Valley of Kashmir, by Bir W. K. Lawrence, p. 396. 

IB Constable and Smith’s Travels, p. 397. 
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however, certain that with the introduction of better 
grafts from foreign coimtries and by paying more atten- 
tion to planting and soil, the Kashmiri fruit would 
attain the same degree of perfection as the French. 

However, in 159() A.D., Mohammad Qxili Ifshar, 
the Daroga of the gardens, first of all grafted Kashmir 
fruit with peaches brought from Kabid. The experi- 
ment succeeded and after that graf+^ing was widely 
practised. 

The zamindars kept bee-hives. The honey \^a8 
exported to India and China. 

Milk and butter was in abundance and though 
Kashmiri cows were smaller in size than the cows in 
India, they yielded larger quantity of milk. 

Fish formed the chief ingredient of food of the 
Kashmiris during the Mughul period. Fish were 
generally caught in the Jhelum, the Achar lake and the 
Nala Sind. Spears were the chief instruments of 
fishing. Placing baskets against the course of a brook 
was also another method of catching fish. Nets do not 
seem to have been used then. No tax was levied on 
fishing* 

From all this it appears that the peasant was in 
fairly comfortable circumstances. The enormous amount 
of revenue paid must alone convince us that the peasant 
worked hard and got a fair remuneration. We can in 
no way give an accurate picture of a peasant’s life during 
the Moghul period, but suffice it to say that for the most 
part, he could enjoy the fruits of his labour with ease 
and with very little molestation from the high or petty 
officials. 

As regards the position of unskilled labourers, we 
may safely assume that their condition was also fairly 
good. Of course, he gar was not uncommon even at that 
time, but the practice does not seem to have' reached 


Peasant and 
labourer. 
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the s«iiie alarming decree as during the Pathan, Sikh 
and the early part of the Dogra periods. As liawreuce 
puts it, “ The very durability of some of the buildings 
of the Moghuls, suggests that the work was paid for. 
Jbiildings eonstriieted by forced and unpaid labour do 
not last long.’' We have got the authority of the 
inscription on the Kathi Barwaza of the wall round 
Hari Parbat (which was built during Akbar’s time) 
« that labour employed in constructing it was paid for.^^ 
When Aurangzeb visited Kashmir, all the luggage of 
the Royal t*amp vva.s (iarried b\' Kashmiri porters from 
Rhiinber to Srinagar. More than 16,000 of them had 
collected at Rhimber, some of them sent by the governor 
of K ash mil and the neighbouring ra jahs and some had 
corme voluntarily in the expectation of earning a little 
money. 

The wages fixed by the emperor were 10 crowns 
(French) for eveiy JOO lbs. weigh t.^o The journey took 
five days on foot. Considering the mountainous paths 
and the passes that are to be traversed on this way, a 
('ooJio could not cany more than 50 lbs. Therefore the 
daily wages w(*r(» I crown which is equal to Re. 1 of the 

•ly The full iDRcripiion runs as folJuwR : — 
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20 Bernier's Travels, edited by Constable and Smith. 
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present day in purchasing power. This being the rate 
of the government which must have been lower than the 
ordinary rate, it (*an bt* deduced that unskilled labour 
was fairly paid for. 

Non-Agj^iculturai Production. 

Kashmir had large tracts of forest-land and it is 
chiefly on acc^ount of this that wood was so cheap here. 
No consideration, during tlie Moghul period, .,eetus 
have lieen ])aid to the conservation and the proper use 
of forests. They were considered the prop erty of every- 
body and were freely exploited. Jlad it not been few 
the enormous tracts of forest, Kashnur would now have 
been devoid of ibis natural boon — so ruthlessly did the 
people cut and destroy trees. If you ca -'d, you could 
go to a forest, cut a tree and use it for vour own 
purposes ; or you could buy wood for a trifling sum from 
one wlio bad secured it by the same ])rocess. Travellers 
to Kashmir had been struck with the vast amount of 
wood used for building and other pur))oHes. “ The 
* houses are all of wood,’’ wrote Abiil Fazl. Similar 
remarks were made by Jleinier. It was only during the 
la>t fifty years thal proper attention has begun to bt‘ 
]iaid to the forests. 

Geologists have asserted that Kashmir abounds in 
mines of every sort. During the Moghul period the 
iron mines of Shar and Anantnag were exploited. They 
supplied the whole of iron and steel used in the valley. 
These mines were in operation only until recently. 

There was a quarry of agate and oynx near the 
village of Khonamuh which supplied sb)iies for ihe 
artistic manufacture of stone-work, for which Ka^dlmir 
was famous. 

Though there was no gold mine in Kashmir proper, 
there was one near Muzzafarabad. A fairly good amount 


Forests. 


Mines and 
minerals. 



656 


P. N. K. BAMZAI 


Handicrafts 
in general. 


of gold for coinage ami ornamental purposes came from 
this place. There was also a copper mine at Aishi 
Muqam, but it did not yield much of the metal. 

Kashmiris are celebrated for industry and workman- 
ship. During the Moghul period Kashmir arts and 
crafts had reached the highest pitch of efficiency. The 
Moghuls, be it said to their credit, took a keen interest 
in Kashmir products and encouraged industries in every 


possible way. Wood-work, metal-work, stone-work, and 
papier rnachie were ihe chief handicrafts of Kashmir. 
“ The workmanship and beauty,” obseiwes Bernier, 
“ of their (Kashmiris’) palheys, headsteads, trunks, 
inkstands, boxes, spoons, and various other things are 
quite remarkable. They perfectly understand the art of 
varnishing and are eminently skilful in closely imitating 
ihe beautiful veins of a certain wood, by inlaying with 
gold thread, so delicately wrought that I never saw 
anything more elegant or perfect.” 

l^aper was not manufactured in Kashmir before the 
time of Akbar. A small i^uantity began to be imported 
from India after that. For writing purposes birch-bark 
was used, Kashmiris prepared a special kind of 
indelible ink. The writing would last for ages, no matter 
to what rough use the manuscripts would be put. 
Thousands of valuable manuscripts of this sort were 
destroyed by the I’athans. The majority of the few that 
are still extant were found in many wells. In spite of 
lying ill water for centuries, no harm has been done to 
them. 

The art of building was improved during the Moghul 
period. The numerous beautiful Moghul gardens in 
Kashmir give a striking evidence of this. Of course, 
ancient Kashmir architecture was not in any way inferior 
to the Moghul, but what with the fall of the Hindu 
kingdom, and the tyrannies of the Sultans, and the 
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^destmction of temples and grand buildings by Sikandar 
the Iconoclast, Kashmir architecture received a check 
and had not the Moghuls revived this art, no wonder 
that by now it would have been extinct. 

But the chief manufactures bv which Kashmir was and 

woollen 

famous was the prodigious amount of shawls and woollen manufac- 
tures. 

stuffs that were prepared in this country. These were 
the st^iple commodities that were exported and filled the 
country with wealth. Shawl industiy gave employment 
to thousands of men, women and children. During the 
Moghul period this industry received a gieat stimulus. 

Akbar was very fond of shawls. He took grtjat pains 
to improve this indigenous industrv^ Kashmir. This 
he did in the following four ways : 

His Majesty has order^'d four kinds to be made. 

First y Tons Assel, which is the wool of an animal of 
this name whose natural colour in general, is grey inclin- 
ing to red, though some are perfectly white; and these 
shawls are incomparable for lightness, warmth and 
softness. Formerly they were always made with the 
wool in its original state, but His Majesty has had some 
of thefti dyed and it is surprising that they will not take 
the red colour. Second, sefed alcheh, which they also 
call tareJidar. The natural colours of this wool are 
white or black; and they weave three sorts of them, 
white, black and grey. Formerly there were not above 
three or four colours of shawls, but His Majesty ha^ 
made them of various hues. Third, zerdozy, gulahetnn, 
keshdeh^ culgha, hdtidenun, cheet, nlcheh and perzdor 
which are of His Majesty’s invention. Fourth, from 
being short pie(*e-8 he had them made long enouigh for 
jamas. 

“ Formerly shawls were but rarely brought from 
Kashmir and those who had them used to wear them 
over their shoulders in four folds, »o that they lasted 
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for a lon^ time. Now they are worn sing’le by people 
of all degrees. His Majesty has introduced the custom 
of wearing two shawls, one under the other, which is 
considerable addition to their beauty. By the attention 
of His Majesty, the mamifarture of shawls in Kashmir 
is in a very flourishing state. 

During Akbar’s time, shawls became very ]) 0 ])ular 
and were manufactured in numerous grades of prices, 
to suit the purses of both the middle and the up])er 
classes. The price of an ordinary piece of shawl yard 
long was from Es. 2 to 8 inohurs, whicdi according to 
the present approximate purchasing value means from 
Rs. 12 to Rs. 720. Following may be* cj noted as 
examples : 

Shawd cheerah from Bs. 2 to 25 inohurs 
Shawl foieJi from | to 8 inohurs 
Shawl pieces tor jamah from i to 4 mohurs 
In the time of Aurangzeh also shawls were the 
fashion of the day. The Moghnls and fiidians, both 
men and wonicn wore them in winter round their heads 
passing them over the left shoulder as a mantle. T>eaving 
the gradation of price and length aside, two kimls w^ere 
chiefly majiufactured. The price of the best kind of 
shawl piece about three yards in length and two in 
breadth, with ornamental ennbroidery about a foot iu 
length at both ends, was from Rs. 50 to Rs. 150, which 
ticcording to the present purchasing value of a rupee 
would be from Rs. 300 to Rs. 900. “ The fur of the 

beaver,” wrote Bernier, “ is not so soft and fine as 
these shawls.” 

The Moghuls made great efforts to manufacture 
shawls down in the plains. In facd, during* the time of 
Akbar there were about 10,0(K) workmen at Lahore. But 


21 Ain^i-Akhari, translated by (iladwin, p. 79. 
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this experiment failed on account of the hot climate. 
Again, dehangir and Shah Jahaii iook great paimi to 
manufacture shawls at Patna and Agra but the 
experiment again failed. The shawl induvstry could 
not, therefore, but flourish in Kashmir during the 
Moghul period. 

The other woollen manufactures were yaftn and 
dirnMt. Kashmiris made iheir (*lothiic>8 out of these, 
llesides this use, patiu and (lirmn were also t .zported, but 
not in such quantities as shawls. Woollen cloths coin- 
ing fro7n Tibet Avere much better than Kashmir paftn and 
dinna and, therefore, were pieferred in India. A ihfin 
(ten yards) of pufin could be hud tor i \(^ 2 rupees (b to 
12 rupees of the present valuatioul and a ihaa of dir mo 
for 2 to 4 rupees. 

Cr)tt(ni was grown, spun and woven in Kashmir for 
the use ot the Kashmiris themselves. It was not ex- 
ported. 

A good quantity of silk was prc.lu(*ed in Kashmir. 

The mulberry is little eaten, ”22 Abul Fazl wTites, 
” its leaves beijig reserved tor the silkworm.” The eggs 
were brought tiom (iilgit and Ladakh and were reared 
here Put “ the production of silk in Kashmir was 
worked up locally and does not appear to have been 
extensive.”^ How^ever, the little quantity of fibre that 
was produced was exported to India, no silk-weaving 
industry being present here. 

Another commodity that was prepared w^as the 
Kashmiri cap. It was peculiar to this country and w^as 
called a Ixhuh. These caps were exported to India and 
the Moghuls used to w^ear them under their turbans. 
The price of this cap was from 2 damn to Its. 2 (i.e., from 

22 Jarret’s Ain-i^Alfbari, p. 349. 

23 Moreland, Op. cit. 
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Industrial 

organisation. 


Wages. 


(i annas to Ks. 12 according to the present purchasing 
value of a rupee). 

Very little is known about the industrial organisa- 
tion in Kashmir during the Moghul period. Since 
Kashmiris dislike change and, iji fact, have very little 
changed, the present system must have in all probabi- 
lities, been in existence even Ihen. Of course, there was 
no foreign capital in the country. For weaving of 
shawls and other woollen stuft's the master supplied 
capital and employed the skilled labour of ahawUhaffs 
and the like. As regards building and other purposes, 
the labourer, be he skilled or not, must have got his own 
tools, etc. 

Similarly we lack information a.s regards the wages 
of a skilled labourer. Considering the vast number of 
people employed and the low price of shawls, it is most 
probable that a labourer must have received low wages* 
This receives another support when we imagine a fairly 
wealthy capitalist and a poor labourer, perhaps in debt, 

and with no weapon whatsoever to press his demand 
for higher wages. 


CoranofOBs 

Kashmir was accessible by 26 different routes. But 
the chief among them were via Bhimber and Pakhli. 
These were passable on horseback. Of the first, there 
were three branches, viz., Hastibanj, Pir Panjal, and 
Tangtallah. Troops, etc., generally came via Hastibanj 
and Pir Panjal. The Tangtallah route does not exist 
nowadays. We might here give the various stages on 
these routes from (iujarat to Srinagar. 

From Gujarat — 

Daulatnagar — twelve miles north of Gujarat. 

Bhimber — sixteen miles north, on the western bank of 
the Bhimber river. 
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Chauki Hati — Tieffeii thaler places it seven miles north 
of Bhimber ami speaks of its having 
a cave with two elephants carved on 
the rock. 

Nowshera — sixteen miles north of Bhimber, on the 
western bank of the Tawi river. 

(Jhangiz Hati — Tiehen thaler places it four and half 
miles north of Nowshera. 

Tnayatpur — rrobably Moiadpur, seven miles north-east 
of Changiz Serai. 

Rajoar — sixteen miles N.N.-E. of isowsherr. . 

Thanna — Thanna Bazar, twelve miles north. 

Baramgala — ^five miles N.N -E. There i., a v\’aterfall 
here. 

Poshana — two miles from Baramgala. 

Serai Ali Mardan Khan — three and half miles onwards. 

Serai Sokhta — 

Hirpiir — ten miles north of Poshana. 

Shadimarg* or Shajamarg — six miles from Hirpur. 

Khanpur — eighteen miles N.N.-E. of Hirpur and eleven 
miles south of Srinagar. 

Srinagar — eleven miles north. 

Another road passed from Rajoar to Kashmir: 

Raj oar 

Saifabad 

Poonch — forty-two miles N.N.-W. of Rajoar. 

Aliabad — between Poonch and Fri. 

Fri — seventeen miles north of Poonch. 

Bhuniar — eight and half miles N.N.-E. 

Baramula — ten miles east; Srinagar is thirty miles east 
of it. 


F. 8 



t>. t. BAMZAl 




Tieffen thaler speakvS of Ihe following route as generally 
followed by merchants: 

From Najibgarh, Alamnagar: Dharampur: Shahranpur: 

Tajpur: Q-ular: Nanh (at this place the 
road enters into the mountains), 
Bilaspur: Jala: Zoali: Haripur: 

Makrota: Bissuli: Badroa: Kishtiwar: 

Srinagar. 24 

There were two trade-routes to Oentral Asia. The 
first paissed through Oilgit and Kashgar and the other 
was from Skardu to Yarkand, which passed the Baltero 
glacier and which, owing to change in the ice, is now 
no longer passable. These two routes also led to C^hina, 
with w hich eounti’y an appreciable percentage of trade 
was in existence then. Bui since the irruption ot 

8hah dehan into little Tibet, the king of the latter 
place, not only interdicted the passage of the caravans, 
but forbade any person from Kashmir to enter his 
dominions,” Trade connections between Kashmir and 
Central Asia and China w ere so intimate that they could 
not wholly be cut off. The merchants, instead, took a 
circuitous road. From Kashmir they went to Patna 
in Bihar and Orissa, thence to Nepal, via Kuti (Nilam) 
Pass to Shigatze, and thence to Lhassa. From Lhassa 
there was a trade-route to Shinning Fu on the Chinese 
Frontier, north-east to Khosai, and the Charing Nor. 
Exports and The principal markets for the Kashmir products 
imports. were the whole of India, Central Asia and China. 

There were also trade connections with JammU| 
Dardistan and other adjoining provinces. 


24 Jadnnath Sarkar, Op. ciL 
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The following table shows the principal commodities^ 
imported from and exported to, the following countries : 


Country 

Exports 

Imports 

India ... 

1 

! 

Fruits and vegetables, 
saffron, horses, shawls 
and woollen stuffs, 
silk-fibre, wood-work, 
metal-wo^kand stone- 
work. 

1 

Precious metals 
for coinage and 
ornaments. 

Central Asia and 
Tibet 

1 

1 

1 

Spices, wood-work, 
metal -work, stone- 
work and p Mu. 

Woolle.* cloth, 
musk, crystal, 
jade, Tus, gold 

1 and salt. 

1 

China ... 

i 

1 

! 

Shawls, Jcuth^ a .j.nall 
quantity of cotton i 
cloth. 

Tea, musk, China- 
wood, Kahruba, 
and Mumiran-i- 
Chini, 


From this table it appears that Kashmir during the 
Moghul period was self-sufficient so far as the necessaries 
of life are concerned and that the only importecl com- 
modities wei’e either articles of luxury or meilical plants 
and drugs. On the other hand, it exported a prodigious 
amount of costly shawls and other costly materials, 
horses, fruits, saffron and silk. Evidently we must 
have got a favourable balance of trade and consequently 
Kashmir must have been commercially in a prosperous 
condition . 

No particular commercial organisation existed in Commercial 
Kashmir. Tn so far as the trade with Central Asia and 
China was concerned, the Muhammadans took a leading 
part. The Chinese and Central Asian caravans also 
came to Kashmir. 

As regards the trade with India it was partially 
carried on through the agency of the Moghul govern- 
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Internal 

trade. 


merit and partly through Indian traders. Most of the 
shawls exported, for instance, were taken by the govern- 
ment and sent to Agra where some of them used to be 
presented to the emperor and some sold to courtiers and 
other high (*lass people. Indian traders came to Kashmir 
and purchased various commodities which they sold in 
the chief cities of India. The Moghul Emperors in their 
many visits, were followed by hordes of these traders. 
Kashmiris do not seem to have got much commercial 
enteiprise and very few of them went even outside the 
valley, to sell their jiroducts. Consequently much profit 
was earned by outside traders. 

]So mehis were held. Selling and buying was done 
at the shops or houses of tradesmen and manufacturers, 

Srinagar was the chief centre of internal trade. It 
was a flourishing city and the home of artisans of 
various kinds. Trade was very brisk and the streets 
were lined with long rows of shops of various com- 
modities. 

The town of Anantnag was also a trade centre and 
supplied many commodities vsuch as patiu, cooking 
wares, etc., to the whole of the A^alley. 

The chief means of transport in the valley was the 
river. Porters also earned great loads over difficult 
country. Ilojses were used for carrying shall and other 
foodstuffs. Hand carts, bullock carts and wheeled 
traffic were unknown. Koads were, therefore, narrow 
and two horses at most could walk abreast. 


Famines and Epidemics. 

Tlesides j)olitical disturbances, Kashmir has severely 
suffered from natural calamities. Times and oft this 
beautiful valley has been ravaged by the blows of 
famines, fires, floods, earthquakes and epidemicB. 
During the Moghul period these natural calamities were 
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not a few. In Akbai’s time a severe famine oeonrred 
and deapite the mighty efforts of the Moghuls, took a 
heavy toll of life. Kashmir has, as someone said, never 
suffere<l from lack of water, but always from an excess 
of it. In 1(;(>2 A. 13. a flood devastated the ckops, thus 
adding the miseries of a famine to the already miserable 
people. When Akbiir heard of it, he deputed many 
officials to make arrangements for the carriage of grain 
to Kashmir. After the famine subsided a lit+le, he order- 
ed a wall to be constructed round Hari Parbat, so that 
it might give employment to people. The emperor sent 
Es. 1,10,00,000 from Agra and liberal wages Aere paid 
fo the labourers. 25 This alleviated to l omo extent the 
sufferings of the impoverished people. 

During Jehangir’s reign (in 1615) an epidemic of 
plague occurred in the valley. The king describes it 
very loucliiugly in his Memoirs: ‘‘ On this day a report 
of the chronicler of events arrived, stating that plague 
had taken firm hold of the country (Kashmir) and that 
many had died. The symptoms were that on the first 
day there was headache and fever and much bleeding 
from ftie nose. On the second day the patient died. In 
the house where one person died, all the inmates were 
carried oif. Whoever went near the sick person or a 
dead body was affected in the same way. In one 
instance the dead body was thrown on the grass and 
it chanced that a cow came and ate some of the grass. 
It died. Things had come to such a pass that from fear 
of death fathers would not approach their children and 
children would not go near their fathers. A strange 
thing was that in the ward in which the disease began, 
a fire broke out and nearly 3,000 houses were burnt. 


25 Lawrence, m his Valley, says that single woman received 4 annas and 
married woman 6 annas per day. 
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I trust that the Almighty will have mercy on His sinful 
slav.es, and that they will be altogether freed from this 
calamity.” 

In 161Q A.D. a great conflagration occurred in 
Srinagar, in wdiich 12,(K)0 houses were burnt to ashes. 
Tehaiigir was then in Kashmir and though his presence 
encouraged frantic eftorts to bring the Are under control, 
yet all was of no avail. 

There occurred several earthquakes in 1652 and 

um. 

During the reign of Shahjahan (in 1848) a severe 
famine visited the valley. Again the excess of rains 
was the cause. Grain was imported from Lahore, 
Gujarat and Sialkot w^hich rendered some help to the 
people. 

The economic consequences of these natural 
calamities were far-reaching. Though the Moghul rule 
in Kashmir was to some extent a i)eaceful one, yet these 
natural (alaniities played havoc amidst the people. The 
various industries of Kashmir received a check, Parti- 
cularly did the labourers suifer from these calamities. 
At the time when they had to flght with famines and 
epidemics, they were paid lower wages. It is not, there- 
fore, strange that the majority of deaths took place 
among the low’ class people. 

The Standard of Life. 

Kashmir, as we have observed, was materially in a 
fairly prosperous condition. The standard of life, there- 
fore, was also fairly high. From the description given 
by Abul Fazl, Jehangir, and Bernier, we gather that the 
people of Kashmir lived in no inferior standard to the 
people of the rest of India. On, the other hand, w’e are 
inclin^ to believe that the standard of life in Kashmir 
was higher. 
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The houses were all of wood, though there was also 
a large quantity of free stone in the country. Wood 
was preferred chiefly on account of its cheapness and 
also on account of earthquakes. Majority of houses 
were four-storey high. Adjoining to allmost all the 
houses were private gardens which were kept in a well- 
cultivated condition. This clearly shows that the people 
were well-oft*. Wooden houses must not be taken to 
denote hujras. A sample of this l.ind of wooden Louse 
is still extant at Bulbul Lankar (which was built GOO 
years ago). Ai tides which we nowadays consider as 
necessaries (like metallic waies, carpets and (hairs) 
were not in free use in the sixteenth and seventeenth 
centuries. This, however, does not pic. ve (hat the 
j)eople were not happier or lived in an inferior standard. 
It only shows the general backwardness of times in the 
various fields of science. 

The standard of life among the middle class, like 
Pandits, was not inferior to the present time. They 
were employed in the government service, ran schools, 
practised medicine, cultivated laud, and did business. 
Of course, they were not left in peace to enjoy the fruits 
of their labour, being sometimes persecuted by bigoted 
governors : chiefly in the time of Aurangzeb. 

The condition of the lower classes was also fairly 
good. We have seen that numerous industries flourish- 
ed in Kashmir during the Moghul period giving employ- 
ment to thousands of men, w^omen and children. Though 
wages paid do not seem to have been as high as they 
ought to have been, we may safely assume that the 
lower class was more prosperous during the Moghul 
period than (excepting the present) in the succeeding 
periods. 

“ The people take their pleasure in skiffs upon the 
wrote Abul Fazl. This sentence is highly 


lakes,” 
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enlightening on the general stand^trd of life. People 
think ot ^njoynaeiit only in times of peace and prosperity 
and we may, therefore, safely conclude that both of 
these blessings were present in Kashmir during the 
Moghul period. 



MARKETS ANp PRICES OF ARTICLES 
IN BENGAL (174(1- 1765) 

BY 

Kali Kinker Dutta, 

Government Uese(m'h f'eholar, Patna. 

Generally e\ery important city^ or villap^a had a market with- 
in ifj boundary .2 The markets in the cities^ contained shops of 
almost every article of iiec^essity as A\ell as luxury, e.g., sweet- 
meats, sugar, bhura (unrefined sugar), milk, ghee, betel leaves, 
betel nuts, mace, cloves, nutmeg, sandal, saffron, firewood, etc."^ 
Kamaprasada^fi description of the market in the city of Burdwan 
deser^ires notice in this connection. He writes, ‘‘ Beyond these the 
poet (Sundara) saw the King’s market with thousands of foreign 
merchants sitting there. There were hundreds of traders and 


1 This is dear from the description of cities in Vijayarama’s Tlrthamai^ala* 
(1769 A.D.) where the author has carefnHy noted the market places, visited by 
him and his master Kr^na Oandra Gho^ala. 

8 Bazars existed even in places which were not trade centres. “ Nattour has* 
a large bazar but is a place of no trade,” — ^Kennel’s Journals, p. 83. 

3 By cities here, I mean capital cities : vide Rennel’s Description of Cities and 
‘ Gf^itals of Provinces.* 

d Bhiratacandra*s '’(^idyasundara, Chap. ‘ Malinir besatir hisab.’ From this 
chapter we can also get an idea of the articles of daily consumption in middle 
class family. 


660 



670 


KALI KINKER BUTtA 


shop-keepers and countless gems, pearls, rubies. There were vari- 
ous kinds of fine and beautiful 6loths such as vanat (felt-cloth), 
makhmal (velvet) Pattu, Bhusnai,^ Batadar, Daccaia,^ Maldai,’ 
and various other kinds, much liked by the Amirs (the rich). 
There were many bilati (foreign) articles of fancy price or of 
fashionable designs,® which were, however, heaped together for 
want of customers. Everything was cheap and easily available. . • 
Baghai Kotwal, with pride equal to that of the Lord of 
Death and with red eyes, was present there on an e^lephant’s 
back.'’^ 

At that time Calcutta had about ten or eleven such Bazars, 
viz., Soba Bazar, Dobapara Bazar, Hautcula Bazar, Bang Bazar, 
Charles Bazar, Sam Bazar, New Bazar, Begum Bazar, Gasthola 
Bazar, John Nagore, Gunge or Mondy Bazai*, situated in the dis- 
trict of Govindpur.^ The several articles on which a duty w^as 
collected at the Gunge or Mondy Bazar were: rice, paddy, gram/ 
and all other kinds of grain; as also tobacco, ghee, cloth, oil, 
gunnies, eapas, seeds, betel-nut exjiorted, — “ in short ou every 
article that comes within the denomination of common food, or 
the common necessaries of life.’’ The duty collected by the far- 
mer of the Gunge on rice, at 1 maund per rupee, was the nearest 
8 per cent, and on every other article 3 pies sicca per rupee, or 


6 Perhaps refers to cloths manufactured at Bbusna Per ((arm. 

6 Cloths manufactured in Dacca District. 

7 Cloths manufactured in Maldah District. 

S According as we read ‘ be^ ’ Kimmater ‘ or ' bei^ Kismater ; the latter is 
more probable since in the next sentence the writer speaks of the cheapness of 
all goods. 

9 Bamaprasada's Yidy&sundara, Chap. Bazarvarpana, p. 6, Yasumati edition 

10 Consultations, October 9, 1762 A.D. 
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1 rupee 9 annas per cent.ii The, several articlee^ brought for sale 
in the Suttanutty market and Soba Bazar had an established charge 
or rate, from one gonda of cowries to 6 'pnn per diem, on each 
shop, bundle, bag, or piece according to the different value or 
species of goods, (iram, mustard seed, wheat imported from 
Hugli and other places paid 6 gondas of cowries on each sicca 
rupee, sugar on each bag 2 annas, ghee on each d upper 0 annas, 
honey on each duj)per 2 annas.^^ The duties leaded in other 
markets, as well the articles oti which the;, were levied, greatly 
resembled those in the abovementioned two Bazars. The great 
Bazar, under the distri(*t of ])ee(?) Cailcutta, was farmed out in 
three partitions under the heads of— (i) Jow Bazary, or duty on 


Holwell’s Indian Tracts, pp. 210 — 216. The inc nic from the farming? of 
the Gnnge were as follows • 


Year 

Amonnt 

Year 

Amount 

1738 

6501 

1746 

13201 

1739 

6506 

1747 

17002 

1740 

9025 

1748 

18203 

1741 

6666 

1749 

14004 

1742 

6655 

1750 

10100 

1743 

7600 

1751 

12010 

1744 

8500 

1752 

22760 

1746 

11200 




IZ For the different artidles, T?/de p. 6. 

13 HolwelPs Indian Tracts, jjf). 210 — ^216. PiiUanntty market and ffoval)azar 


yielded since they were 

first formed 

as follows : 


Year 

Amonnt 

Year 

Amount 

1738 

3604 

1746 

4172 

1789 

3589 

1747 

4870 

1740 

3397 

1748 

4422 

1741 

4012 

1749 

4699 

1742 

3532 

1760 

4849 

1743 

3768 

1751 

5000 

1744 

3991 

1762 

7610 

1746 

4332 
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greens, fish, roots, pans (betel), eto., — common necessaries of life, 
(ii) Iron, ghee, sugar, betel-nut and merchandise, {Hi) the duty 
of Koyally or Jouldary. The first of these was farmed in Novem- 
ber but the second and third in April.^^ In the second i)artition 
of the great Bazar, duties on iron, ghee, sugar, etc., were collect- 
ed.^5 Iron paid a duty of Es. 1-15-3 per inaund, when both ex- 
ported and imported; Balasore stone dishes paid Rs. K) per 100 
dishes. Balasore stone cups Es. 8 per 100 cups, betel-nut paid 
a duty of Es. 1-15-3 per cent both in imports and exports. Pepper, 
copper, tootenague, lead, dammer, catch, chanks (4ankha-conch- 
shells), paid a duty of 2 per cent on imports and exports; sugar 
paid 4 annas per each ox-load of two bags; honey, wheat and wax, 
2 per cent on imports and exports. Bice and grain imported paid 
2 seers, 8 chattak per each ox-ioad; rice and grain exported paid 


14 Holwell’s Indian Tracts, pp. 210 — 216. The low Bazary had produced since 
it was first formed as follows: 


Year 

Amount 

Year 

Amount 

1738 

1650 

1746 

2185 

1739 

2029 

1747 

2185 

1740 

1980 

1748 

2285 

1741 

1766 

1749 

2400 

1742 

1804 

1750 

2400 

1743 

1994 

1751 

2600 

1744 

2007 

1762 

3500 

1745 

2307 


... 

15 This produced, since 

It was first farmed, 

as follows : 


Year 

Amount 

Year 

Amount 

1788 

1101 

1746 

1347 

1739 

1166 

1747 

1346 

1740 

1166 

1748 

1346 

1741 

1156 

1749 

1367 

1742 

1260 

1760 

1G62 

1748 

1150 

1761 

2100 

1744 

1200 

1762 

2100 

1745 

1320 


• • t 
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1 seer 4 chattat per rupee; gram imported paid 6 puus 1 eowrie 
per rupee; turmerick, ginger, sandalwood, red lead, long pepper, 
saltpetre, lac, gunnies, etc., paid a duty of 2 per cent; tobacco 
imported paid 2 annas pies per ox-load; tobacco exported 2 per 
cent and 2 puns of cowries for each ox. Brass plates paid a duty 
of 8 annas per maund on both imports and exports. The third 
partition of the great Bazar, farmed in the month of April was the 
Jouldary or Weighman’s duty of 1 vseer 4 chattak per rupee, levied 
on all rice, paddy, gram, wheat, etc., i^^ported in the great 
Bazar.^® 

Holwell says that, for a few years since 1738, ^be method of 
farming the company’s Bazars had been greatly corrupted in the 
hands of Govindarara Mitra; th''. fa^ms were not sold at public 
auction or outcry in ])resence of the Zemindar but the prices were 
settled in the house of (iovindarani Mitra ^ who under fictitious 
namt-s, took most of the good ones for himself and disposed of the 
others that were more px'ecarious, to his friends and relatives; he 
reported these prices to the Zemindar for his confirmation and 
several patta^ ” were ordered to be drawn out accordingly.'^^ 


farm produced 

to the Company 

as follows : 


Year 

Amount 

Year 

Amount 

1788 

726 

1746 

1164 

1789 

717 

1747 

1164 

1740 

718 

1748 

1180 

1741 

781 

1749 

1219 

1742 

1108 

1760 

1727 

1743 

700 

1751 

1900 

1744 

1036 

1752 

1900 

1746 

1139 




Holweil’s Indian Tracts, pp. 210 — 216. 

17 Ihidi^ pp. 180 — 182. Govindaram Mitra was acensed of frauds, relative to 
the farms tod bazars for the years 1749, 1760, 1761. He was most violently accus- 
ed by Mr. Holwell, but Mr. Cruttenden and Mr. Manningham were of opinion 
that Govindaram Mitra was not guilty of frauds, as the farms had been ma^e at 
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Bamaprartada has ouly des(‘ribed the jewellery and cloth de- 
partments of the market in Kiirdwaii, but a city market also con- 
tained various otlier shojjs dealinj»: in ditfereut arti(*les, e.g., grain- 
golas (barns), grocers’ shops, shops of craftsmen like Sankhaiis 
( shell- workers ) , Kansaris, etc.,^® as we find from several contem- 
porary descriptions by Yijayarama (1769 A.D.). The farmer of 
the Suttanutty market in Calcutta (which was held twice a week, 
on Thursdays and Sundays) collected duties from retailers of 
cowries, cotton thread, apothecaries’ shops, oil shops, hardware 
shoi)s, tvar shops, milk shops, jaggree shops, weavers’ shops, 
braziers’ shops, potters’ shops, shoe-makers’ vshops, and from shops 
dealing in sweetmeats, betels, cucumbers, trees, roasted rice, 
tobacco, firewood, straw mats, bamboos, betel-nut, greens, sugar- 
canes, plantains, tamarind, salt, cloths, rice, venison, paddy.^’ 
Stri(*t order was maintained in these markets by the Zemindars’ 
officers. One of the im})ortant functions of the Kotwal (the Police 
Inspector) was to look after the markets and to prevent all sorts 
of disorders in such jdaces.^® One of these officers, who remain- 


public culchcrv, flue intiuiMtiiuj beiuji given beforehand, and hk (here was no 
order that did not entitle the said Mitra to an equal right to purchase as well 
as any other. The majority <»f Ihe Board was of opinion that Govindarara was 
not ac<;ountable for any gains or other advantages that he had gathered on the 
fariuft for these three years. — ^T'ublic Broceedings, dated 11 th October, 1752. 

18 “ The boats soon reached the market-place at BhagwSngola, and all shouted 
out ‘ Hari, Hari ! ’ They were highly pleased to see the market, and surveyed 
the whole city on foot. The market, beautiful to look at, extended 4 kos (eight 
miles) and was full of numerous sankharfs (shell-workers), kansarls and weavers. 
The streets uere filled with grocers’ shops, and they all spoke highly of the 
market. There were also innumerable grain golas (rice and paddy barns) there. 
They left the place after halting there for two days.” — Vijayarama’s TTrtba- 
mangala, pp. 39-40. Almost similar descriptions have been given of markets in 
other cities also, e.g., Rajmahal (Ibid., p. 43); Kaliganj (Jhid., p. 40); Futwah 
{Ibid., p. 62); KSssimbazar {Ibid., p. 100); Cntwah (p. 193). 

l^HolwelPs Indian Tracts, pp. 210 — 216. 

20 Vide the Chap, on ” Espionage and the City Police.” 
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ed in charge of the markets, examined the weights and measures, 
as well as the quality of the provisions sold, and regulated the 
market prices. Anybody violating these regulations was subjected 
to a severe punishment 

For retail purchases, cowries were more in prevalence than 
coins. 22 Thus we see that the markets were definitely organised 
and controlled by the Zemindars in their respective localities, to 
the convenience of the j)eople in general. 

Prices of Articles. 

In 1729 the prices of the necessaries of life in Murshidabad 
were as follows: (a) Bausephool, fine rice first eort, I ind. 10 seers 
per rupee; second sort i md. 23 seera per rupee, and third sort, 
1 md. 35 seers; (h) coarvSe Desna rice, 4 mds. 15 seers per rupee; 
(r) coarse Poorbie rice, 4 mds. 26 seers per rupee; (d) coarse Mun- 
Sarah 5 mds. 25 seers per rupee; (a) coarse Kurkashallee rice 7 mds. 
20 seers per rupee; if) wheat (fiA'st sort) was sold 3 mds. per rupee, 
(second sort) 3 mds. 30 seers per rupee; (p) barley was sold 8 mds. 
per rupee ; (h) Bhenot (a kind of grain for feeding hojses) 4 mds. 
35 seers per rupee; (i) oil (first sort) 21 seers per rupee, (second 


21 (a) “ Being sensible that iron and leaden weights by frequent use will 
lose considerably, we therefore now send you a set of brass standard weights 
with proper scales and triangles by which you are immediately to regulate the 
weights at your Presidency, and you are carefully to preserve the said standard 
weights for the same purpose at all times hereafter. — Court’s letter, February 11, 
1766 A.D. 

(6) “ Neither could anybody sell anything in less than the proper weight 
nor could anybody cheat others by increasing the price. The Gazi punished him, 
who violated the regulations ; the customers as well as the shopkeepers were all 
under his orders. ‘ Vira6I ojan ’ (82 weight) was the standard weight in the 
market ; nowhere was the weight more or less than this standard. It was fixed 
by the Gazi that oil should sefl at 1 seer per 12 puns, ghee 1 seer per four annas 
Samaser Gazir Puthi, — Typical Selections, etc., Part II, p. 1863. 

22 “ These being insufiicient, 1 took some cowries from others, — Bharata* 
candra’s Vidyfisundara, Chap. ‘ Malinii* besatir hisab.’ 
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sort) 24 seers per rupee; ( 7 ) ghee (first sort) lOi seeirs per rupee, 
(second sort) 11 ^ seers per rupee.^^ 

In 1738 rice was sold from 2 mds. 20 seers to 3 mds. per rupee 
and capas 1 md. per 2 to rupees.^^ But by the year 1761,*® the 
prices had risen nearly 30 per cent more. In that year rice was 
sold 1 md. 32 seers per 1 rupee 4 annas, grain 1 md. per rupee, 
wheat 1 md. 32 seers per 1 rupee 4 annas, flour 1 md. 3 seers peje 
3 rupees, oil 1 md. per 5 rupees. Just the next year, the prices 
had gone further up — rice being sold 1 md. 16 seers for 2 rupees 
8 annas, grain 1 md. 12 seers per 3 rupees 5 annas 6 pies, wheat 
1 rad. 6 seers per 4 rupees 11 annas, flour 1 md. per 8 rupees, oil 
1 md. per 11 rupees.*® In Consultations, November 9, 1751, we 
find that the Company’s Government in Ca^lcutta did not realise 
that year the annual duties taxed on rice and oil, amounting to 
nearly Rs. 5(K) in consideration of the great distress and hardship 
under which the people were labouring owing to the dearness of 
these two articles.*^ Further the price of rice was lowered and 
fixed by the Government in the following way : For good Nov- 
ember bimd*® rice 35 seers per rupee, ordinary rice 1 md. 10 seers 


2a Fort William Revenue Consultations, dated November 29, 1776, quoted in 
Appendix 15 to the Sixth Report, 1782. 

24 Consultations, December 11, 1752. 

25 Ibid. 

26 Letter of Govindaram Mitra to the President and Governor, dated 20th 
November, 1762. Vide Long’s Selections from the Published Records of the 
Government, Record No. 99. 

27 Long, No. 69, p. 27. The Zemindar was asked to give public notice there 
of. Mr. Holwell who was the Zemindar at that time was however opposed to 
the remission of duty on the ground that the money would not go to the poor 
but to the dealers. 

2B The term ‘ bund ’ occurs frequently m the records. It locally meant 
‘ season.’ The November Bund commenced from let October to the end of 
February; the March Bund from 1st March to 30th June; the July (or Barsat) 
Bund from Ist July to 30th September — (Murshidabad District Gazetteer, p. 130). 
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per mpee.^ The Zemindar wae directed tii^ give public notice in 
ail the market places that no person should exact higher prices 
than hereafter specified under a severe penalty/* In 1764 fine rice 
was sold in Calcutta 32^ seei^ per rupee, and coarse rice 40 seers. ^ 
The prices of cotton^^ and raw silfc^^ j^ad also increased consider- 
ably. 

This increase of prices was due principally to three factors: 
(i) the ravages and pliiuclerings of the Mahrattas, (ii) the imposi- 
tion of heavy duties on gross salet» ot‘ the .articles of prime neces- 
sity,^ and (iH) the great rains of April 1751^ which having 
overflow’ed the (*ountry enough io druwn whatever was planted in 
the low grounds,” caused a ‘ great famine ’ ihe like of which had 
not been known “ for these sixty vears past for it rose io so dread- 
ful a height that many of your inhahitanfs have perished within 
the town with hunger, a truth well-known io every one.”® 

The Mahratta irruptions were a calamity of an exceptional 
kind, and they appealed as a terrible scourg'd, seriously affecting 
the economic condition of the inhabitants of Bengal. In 1751 a 
letter from Cossimbazar stated: ” The dearness of raw silk and 
silk piecegoods for some years past, they find, is owing to the Mah- 
rattasj constantly enteiing Bengal, plundering and burning the 
people’s houses and destroying the (diief Aurungs from whence 
the workmen have fled to distant parts, and not to any malpractice 
in the gentlemen there.”® 


29 Despatch to Court, January 2, 1762 A.D. 

30 Consultations, June 10, 1764 A.D. 

31 Consultations, December 11, 1762. 

32 Consultations, December 9, 1761. 

33 Letter of Govindarairi Mitra, dated Calcutta, 20th November, 1762. 

34 Despatch to Court, February 23, 1752 A.D. ; Consultations 24th November, 
1766. 


35 Letter of Govindaram Mitra, etc. 

Consultations, December 9, 1761; Despatch to Court, January 2, 1762. 

F. 10 
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Mr. Henry Kelsall^ Resident at Balrumgurry^ informed the 
Board in the same year that the disturbances occasioned by the 
return of the Mahrattas had prevented him from being Able to 
purchase any ready-money goods as the weavers or greatest part 
of them had been obliged to abscond.^^ In 1753 Mr. Mcgnire wrote 
from the same place: Weavers at Balasore complain of the great 
scarcity of rice and provisions of all kinds occasioned by ^the 
devastations of the Mahrattas, who, 600 in number after plunder- 
ing Balasore had gone to the Nellegreen hill (Nilgiri hills) ; several 
weavers have brought their looms into the factory, and the few 
who remain declare they shall be obliged to quit the place. 

In contemporary literature also we find a graphic description of 
the state of destitution to which the people were reduced as a 
result of the devastations carried on by the Mahratta invaders. 
It says: ''The Bargis plundered and murdered all whom they 
could lay hold of with the result that no provision could be had; 
rice, pulses, ' dal ’ of all sorts, oil, ghee, fiour, sugar, salt, began 
to be sold at one rupee a seer. The misery of the people was 
indescribable. Numbers died of starvation. ‘ Gahja ’ and 
tobacco could not be purchased; so also vegetables of all kinds. 
All of them from the lowest to the highest, including the Nawab 
himself had to subsist on boiled roots of plantain trees. 
account is confirmed by the Rtjuz*us~Sdldt'i/n' which uses almost 
similar words: "to avert death by staiwation human beings ate 
plantain roots. 


37 Despatch to Court, February 4, 1761 A.D. 

38 Consultations, February, 1, 1763 A.D. 

39 Mahara§trapurapa. lines 234 — 242. 

40 Ryaz-m-Salatin, p. 340. We might very well compare with this the extra- 
ordinarily high prices of articles in Burdwan, as mentioned by Bbaratacandra in 
his description of the MalinT’s marketing for Sundara, to whom she rendered a 
detailed account of the purchases made by her. She had purchased sweetmeats 
at the rate of 1 seer per 1 kShan (i.e., 1 rupee). J a seer of sugar at 8 panas 
(annas); sandalwood, cloves and nutmegs were very rare in the market; she had 



BENGAL MARKETS AND RULING PRICES (1740 — 66) 679 

The imposition of heavy duties on the necessaries of life 
became a source of great hardship to the people. The consumptioJH 
of the necessaries of life must at all times be nearly equal, let the 
price be what it will. A poor mai may put off buying a new coat 
until the price of cloth falls, but pressed by hanger every one must 
buy victuals if he has money to purchase it. In order to meet the 
demands of heavy duties the merchants enhanced the prices more 
and more and the people wore compelled to meet these high prices. 

Sometimes the competition between twr* rival trading 
companies enhanced the prices. To filJ up their investments 
quickly, the people of the European factories offered high prices 
for cloths and cotton goods 1o the bvsines^Bjnen and weavers. The 
native inhabitants of Bengal had in the long nm to suffer and pay 
these high prices for their clothing. Fo’ example, we may note 
that the competition between the French and the English 
Companies increased the prices of cotton goods and cloths at 
Dacca in 1762 A.D.^^ 


purchased ghee with great dihiculty after searching through the whole market, 
and ar'pun ’ (20 gondas) of betel leaves had been purchased by her at 2 panas 
(2 annas) ; eight bundles of firewood had been purchased at 8 panas (annas) ; this 
rate was regarded as rather extraordinary, and it was apprehended that the rate 
would increase day by day. We shall see that the poet’s apprehension was not 
unfounded (Bharatacandra, ‘ Malmir Vesatir hi sab ’). Bharatacandra completed 
his work in 1752 and it may be reasonably supposed that the high prices he described 
were due to the Mahratta invasions in Burdwan, which city had been most severely 
affected by these invasions. 

41 “ That they row labour there and have done for these two years past 
under the inconvenience of a French Factory continually emulating the Hon’blc 
Company’s trade, and have advanced the price of all cloths, both coarse and 
fine, and obliged them to be less severe with their dallols in pricing their cloth. 
They have frequently told them that they were quite indifferent at their ferret- 
ing or rejecting their cloth, being sure of disposing of it advanta^eonsly to the 
French, that they have been as strict in the examining their cloth as possible, 
and have retnmed great quantities, even considerably more than they have taken* **•— 
Consultations, December 11, 1762 A.D, 
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Since 1754 onwaids we find a gradual rising up of prices of 
almost every article of necessity. In the Proceedings, January 
15, 1769 A.D., it is noticed that the (Joinpany bought for the 
Gentoo (Hindu) sepoys 49 mds. and 8 seers of rice at 86 Arcot 
rupees.^® 

About the same time cloves were selling at Rs. 16 per seer, 
mace at Rs. 12 per seer, nutmegs at Rs. (> per seer, pepper at 
Rs. 25 per niaund, cinnamon at Rs. 5 per seer, almonds at Bs. 26 
per maund, raisins at Rs. 60 per maund.^ In 1760 the prices of 
some articles were as follows: Fine rice, Rs. 1-15-0 for a maund, 
coarse; Rs. 1-10-0 for a niaund, stick lac, Rs. 5-10-0 for a maund, 
dammer, Rs. 2-9-0 for a maund, lump lac, Bs. 7-2-0 for a maund, 
liothwood, at Bs. 1-9-0 a maund, iron, Bs. 7-5-0 for a maund, 
catch, at Rs. 8-4-0 a maund. ^ 

In view of the scarcity of grain of everx^ kind in Calcutta, 
and of the inhabitants being i^educed to great distress, the sea 
and land custom Masters proposed in 1760 A.I)., that the 
Company’s duties be taken off on grain imported, till the present 
scarcity is over.” It was consequently order(»d that “ all duties 
whatever on the importation of grain be struck off till further 
orders. In the same year the Grand Jury presented to the 
Justices of the Sessions as a grievance to the public, the collec- 
tion of duties on all provisions and necessaries of life brought into 
Calcutta by land, whereby the price of every article of subsistence 
was enhanced to a most exorbitant degree, and the hardship was 
most severe on the lowest class of people.” Taking this into 


4a ProceedinfTS, January 15, 1750 A.I>. 

45 Proceedings, Noveirber I, 1750. This record mentions another kind of raisins 
being sold at Bs. 50 per seer. 

44 We ma| compare with this the present price of stick lac which sometimes 
goes above Bs. 100 per maund. 

46 Proceedings, March 20, 1760 A.D. 

46 Proceedings, June 26, 1760 A.P. 
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consideration, the Board took off the land custom duties and re- 
moved the chowkeys employed in levying' them : the collector's 
tithe was also taken off.^^ In July 1761 the Board proposed to 
send a sum of money to the markets in the interior of the counti^ 
for the purchase of a quantity of grain to l>e sold at an easy rate, 
Babu Huzzurimull, a rich merchant of Cahmtta, offered to advance 
a quarter of the amount, the* Board resolved to send the sum and 
io take the management of the purchase. Accordingly Rs. 50,000 
(the Company’s 37,o00 and Huz;Airiinuirs own quarter, 12,600) 
Avas advanced to Huzzurimull for that i urpose. It was further 
resolved to write to the Chief of Council at Luckipur directing 
him to furnish all the grain he coul! precure until the beginning 
of October ; Cossimbazar and Dacca lactories were also asked for 
further supplies.^® Tu 17t)2 standard prius of articles of various 
kinds in Calcutta were fixed according to the following rates: 

Cokenill No.-per. a. rupee. 

(Cochineal), 20-0-0 per soer. Cowries, 56 5-0 per cent. 

Coffee, Batavia 8-0-0 per maiind Dry dates 1-0 Do. 


Coffee, Mocha 

17-0-0 

Do. 

Dates net 






Dammer burning 4-0 

Do. 

Coir rope (a) 

12-0-0 

Do. 

(a) 

3-12 per maund. 

Copper, Persia 40-0-0 

Do. 

Raw 

5-0 

Do. 

Plate 

34-0-0 

Do. 

Boyl 



Jappon 

50-0-0 

Do. 

Elephant teeth 






Ist sort 

70-0 

Do. 

Coir 

8-ao 

Do. 

Elephant teeth 






2nd sort 

4(M) 

Do. 

Cotton 

24-0-0 

Do. 

Elephant teeth 



Chank (a) 



3rd sort 

25-0 

Do. 

1st sort 

45-0-0 per. cent. 




2nd sort 

15-0-0 

Do. 

Prankinoense 

3-0 

Do. 

3rd sort 

12-00 

Do. 

Gold thread 

3-8 per oz. 

4th sort 

fl-0-0 

Do. 

Gum Arabic 

2-0 per maund. 

47 Proceedings, 

September 

1, 1760 A.D. 



Proceedings, 

July ‘20, nei A.D. 

Mircasuii also complains of 

the dearness 

of grains in his 

letter to 

Vansittart, 

received 16th June, 1761 : 

Vansittart 'b 

Narrative, Vol. I, 

p. 204. 






(a) Coir ropes: rope made of cocoanut fibres; CbaDk = 6a6kha, conch-shell; 
BammersE resin used for pitch; Gogull = gum-re8]n ; Hiirtall= Yellow Arsenic, used 

for yellow paint. 
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bmall 4-0-0 per maund Gaull 12-0 per maund 






Gogull (a) 
Hurtall (a) 

4-0 

77 

Do. 





1st sort 

20-0 


Do. 





2nd sort 

13-0 

77 

Do. 

Hinge (a) 

100-0-0 

?> 

Do. 

Steel 

15-0-0 

7i 

Do. 

Ainggrah 

10-0-0 

ir 

Do. 

Japan wood 

4-0-0 

77 

Do. 

Iron, Europe 

9-8-0 

>7 

Do. 

Salt, Persia 

150-0-0 

?’ 

Do. 

Kissmisses 

15-0-0 


Do. 

Madras 

100-0-0 

77 

Do. 

Lead 

9-8-0 


Do. 

Sindia 

200-0-0 

7* 

Do. 

Mace 

8-0-0 


seer 

Ingeley 

150-0-0 

77 

Do. 

Nutmeg 

4-0-0 

7) 

Do. 

Silver thread 

3-0-0 

» 7 

oz. 

Pepper 

40-0-0 


maund 

Tobacco 

10-0-0 

>7 

tnaund 

Pistacha nut 

2-0-0 

J) 

seer 

Tin 

24-0-0 

77 

Do. 

Pistacha flower 1-0-0 


Do. 

Tootinague (a) 

15-0-0 

7» 

Do. 

Quicksilver 

2-12-0 


Do. 

Tea in catty 




Rose water 

25-0-0 

chest 

1st sort 

8-0-0 

7' 

catty. 

Red lead 

6-8-0 


maund 

2nd sort 

4-0-0 


Do. 

Raisin 

12-0-0 

77 

Do. 

8rd sort 

1-8-0 

77 

Do. 

fatten 

0-12-0 

> 7 

bundle 

Toze 

25-0-0 

77 

maund 

Sandal wood 

12-0-0 

»7 

maund 

Vermilion 

4-0-0 

p 

seer 

Senna leaves 

15-0-0 


Do. 

Vordegreaze 

2-8-0 

77 

maund 

Sugarcandy 

16-0-0 

7^ 

Do. 

White lead 

8-0-0 

7? 

Do. 




Wax Pegu 

32-0-0 

77 

Do.*" 


Thus the prices of articles went on increasing day by day to 
the great distress of the people, till they had their cup of misery 
filled to the brim in the great famine of 1770. Just after tbe 
Famine the prieOvS became extraordinarily high and in 1776 some 
articles of necessaries were sold as follows : Fine Bansephool' rice, 
first sort, 16 seers per rupee; second sort, 18 seers per rupee, and 
third sort 21 seers; coarse Desna rice 82 seers per rupee, coarse 
Poorbie rice, 37 seers per rupee, coarse Munsurah rice, 1 md. per 
rupee, coarse Kurkashallee, 1 md. 10 seers per rupee; wheat, first 
sort, d2 seers per rupee, second sort 35 seers per rupee; barley, 
1 md. 13 seers per rupee; Bhenot (a kind of grain for feeding 
horses), 20 to 22 seers per rupee; oil, first sort, 6^ seers per rupee, 
second sort, 6f seers per rupee ghee, first sort, 3 seers per rupee, 
second sort, 4 seers per rupee.^o 

49 !N|idnapur I|<^cords, No. 5, pp. 3-4. 

50 Fort Williann Kevenue Consultations, November 29, 1776, quoted in Appen- 
dix 15 to tbe Sixth Report, 1782. 



EXCHANGE VALUE IN THE MODERN WORLD 

BT 

Nares Uhandra Uhatteiuea, BA.., 

Lairuita t mversity, 

1. *’ N alue ib a bocial coneeptiuii ; society pats its appraisal 
upon commotutics. xi value is a laeasuie ai sacnlice md it value 
is a social estimate, valae must be tlie measuie ot social sactmce 
or cost. Social sacnlice lueaxis tiie sacritice wiiich members ol 
society as a wliole are vvillmg to make. Tbe ex^itiou ot oue man 
is estimated in relation to the exertion ol anotlier, and tlie sacrikce 
ol eack is compaied with tlie need ot sc'ciety as a wliole. Xiie 
standard is social, not individual.”^ 

Here is tlie tlieory of value in a society wliere competition bat 
tuli play on production. Jt rests maim^ od a labour theory ot 
value. All capital is ultimately made by human labour and 
expenses of production are ntainly resolvable into wa^es. When 
all members of a society freely compete with one another in satis* 
fying various social needs, their individual exertions aie com|>ai’ed 
with the needs of the society as a whole, and they receive wages in 
just proportion to their exertions. There being perfect freedom 
of competition, varying wages (and consequently, values) serve 
to measure quantities of ehort in diiferent occupations. Value, 
then, is governed by cost, in the sense of laboui’ or eh'ort. 

2. Unfortunately, however, the premises of this theory are 
hardly to be found in this world. Competition in a iiiiodj|M:'n society 
is not free and the above theory of value so far is not valid. 
Whether from natural causes or as the result of existing social 
conditions, the movement of labour from grade to grade is not 
free. For most men it is almost impossible to move from the 
group in which they find themselves into one more favoured. 
Amid the great variety of occupations and of wages, certain broad 
groups may be distinguished. Oairnes called these nonneompet* 


1 Seligman, Principles, p. 193. 
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ing groups ; non-competing in the sense that those born or placed 
in a group usually remain there and do not compete with those in 
other groups. Taussig roughly enumerates five such groups : (1) day- 
labourers, (2) labourers whose tasks are comparatively simple 
and monotonouis, but who yet must have some intelligence in 
watching and applying machinery, (3) skilled workmen who con- 
stitute the aristocracy of, the manual labouring class, (4) the 
clerical lower middle class, and (5> well-to-do people, belonging 
to highly-paid professions. These groupt^, Taussig hastens to 
observe, “ are not distiflguished by sharp demarcation, for they 
shade one into another by continuous gradations; but they are 
distinguished sufficiently to bring into relief some imi)ortant 
questions as to the relation^ between social olasse-s and the 
lundamental causes acting on distribuiion and on value/ This 
distinction slmuld be boime in mind, particularly f^r a later stage 
of our argument, when we shall discuvss qualifications to the theory 
of non-competing groups. 

3. Now, when there are noti-competing groups, competition 
is free within groups but not so as between them. If a certain 
commodity is the product of a non-competing group, then competi- 
tion of labour that goes in making this commodity ia confilned to 
members of this particular group, not to society as a whole. The 
cost of production of a commodity produced by a non-competing 
group, therefdre, means the cost or sacrifice made by the members 
of a part, not the whole, of society. Now social marginal cost, 
as we have already seen, means cost or sacrifice which members 
etf society as a whole are willing to make. In the absence of 
competition, this is obviously indeterminate. Under non- 
competing groups, ^therefore, value is determined by social 
marginal utility, not social marginal cost : by conditions of demand, 
not those of supply. 

This is the theor^’^^of value under non-competing groups; and 


2 Principles, Vol. TI, p. 141. 
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the existence e of tJbe^e groups, as we know, is a formidable sooial 
fa-iit in the modern world. Tii© labour, theory oi value, true of a 
free society, does not apply to modern conditions: values are 
determined ultimately by utility or demand, not by cost. 

4. Taussig- makes a novel attempt to escape this conclusion. 
“ it still remains true,” h© argues, that varying ex^jenses of 
production are the c;auses of most changes^ in value ... ( hanges in 
demand cause labour to shift from one occupation tn another within 
each grade, but rarely' cause" a uoUceabL change in thi* demand 
for all the labourers in the grade. Hence variations in expenses 
of production and variations in “cosi of production ordinarily run 
together . . . changes in yalue ai^e commonly due to ebanges in 
the quantities of the different k'Uds 0 + labour called for, that is, 
to changes in cost; though the general scale of values is Ike result 
of demand and utility, not of labour appli d.’*^ 

5. Now this argument seeks to emphasise that only a change 
in the labour supply of a particular non-competing group, that 
is, a change in itfi>* relative position, determines a change in value. 
To this the immediate reply is that, social marginal cost is regally 
indeterminate in the hands of the members of a particular group — 
it ccyi he ascertained only in the iiaiids of the members of all groiijis, 
freely competing with one another. So long, therefore, as com- 
petition is not free and effective among all the groups, changes 
in the relative positions of these groups do not determine changes 
in value which are settled in such a case always by changes in 
the conditions of demand not of ^supply. Taussig’s argument thus 
cannot be accepted. Tinder non-compei ing groups, values, to 
repeat, are always determined by utility or demand, not by labour 
cost, in the sense of labour or effort. 

0. This eoncliisioii, again, is sought to be qualified thus. 
Earnings may be so divergent as to cause passage from one group 
into another. This tendency is particularly strong in a progressive 
society where artificial barriers tend to be broken down. Strati- 


^ Principles f Vol. II, pp. 169^—63. 
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fication, after all, is not rigid, and the barriers are not altogether 
impassable. To this the reply may be as follows. It must be 
recognised that we are here dealing with broad facts. The waters 
of humanity have not yet prevailed over the barriers. These 
barriers are still leal enough to justify our conclusion. Generally 
speaking, the outstanding social fact of our times is inequality 
and la(*k of economic freedom. Very few thinking persons will 
question this fact, of inequality or doubt that artificial barriers 
only help to preserve it. The sceptically-raindeil may just ponder 
over the growing spirit of Socialism, to get their lingering doubts 
removed. 

7. We now proceed to review’ the theory of international 
values in the light of the present analysis. The accepte<l theory 
of international values is that they are detennined, within the 
limits imposed by comparative (lalK)ur) costs, by the intensity 
of reciprocal demand. If there are two countries A and B, with 
two commodities wheat and cloth and if with the same quantity 
of labour A produces ten units of cloth and tifteen units of w^heat 
and B ten units of cloth and twenty units of w^heat; then A will 
exchange ten units of cloth for any numlKjr of imits of wheat, 
lying hetweeii fifteen and twenty once trade between the two 
countries has begun. I’he- limit 15 — ^20 is imposed by comparative 
(labour) costs of production. The exact number of units of wheat 
to exchange for ten units of cloth will be determined within this 
limit by the intensity of reciprcxjal demand, in the two countries. 

8. There would be no objection to this theory in a. world in 
which labour w^as mobile and competitive wdthin countries but 
as between them, was immobile and non-competitive. But, as 
w^e have already observed, even within countries the movement 
of labour from grade to grade is not free. If, therefore', there 
are non-competing grou])s of labour in countries trading with one 
another, international values are determined, following the theory 
of non-competing groups, by demand, and not by labour cost, in 
these countries. This makes a short work of the still persisteni 
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belief that the theory of iiitemational trade rests r.nunly on a 
labour theory of value. Simultaneously, it knoc^ks t]j(‘ bottom out 
of the theory of international values as accepted ai ])iesent. 

D. This is challenged at once. It is c'oniended that non- 
competing groups are of the same order in all countries, and there- 
fore, they are more im])ortant within Ilnur owji borders than in 
the exchanges with one another.^ The argunient is ihat, had the 
social stratification been ditferent in different countiicB, then only 
Avould international values be determined Oy comoaiative demand, 
and noi by comparative l*il>our cost. 

10. Now this contention is al'solntely uibcuable. In the 
illustration adopted in section 7, considered tvu) commodities, 
wheat and cloth. Suppose these aie i)iodnccd hy non-competing 
groups of labour in either country. Tlnr in thi* country A wheat 
exchanges for cloth at values which, as we nav(' repeatedly observ- 
ed, have littb» to do with labour cost, but which are determined 
ultimately by utility or demand. So if the exchange rate be 
lb:10, it is clear that this rate has been ^irought about by the 
]day ()i demand and not of cost, in terms of labour. We cannot 
hold that ‘‘ the same (juantity of labour produced the two 
comfnodities : in fact, they were produced hy Iwo distinct groups 
of labour which had no basis of comparison at all. 

The situation in H again, will, of course, be similar. Here, 
too, wheat exchanges for cloth at values which are determined 
by demand, and not by cost, in the sense of labour or effort. Hence, 
when cloth of A exchanges for wheat of B, it is clear that the 
international exchange* rate is derived from a comparison of the 

f 

two internal exchange rates which have heeii determined, not by 
labour cost, but by demand. Concretely expressed, if ten units of 
cloth exchange for seventeen units of wheat in either cemntry as 
a result of international trade, it is to be recognised that the 
resultant ratio has been settled within the limit 16 — ^20, which is 

4 Taussig, Principles, Vol. II, i>. 101. 
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a limit iimposed not by comparative costs, but by comparative 
demand, Us analysed above. Now this is obviously true whether 
the swial^^ stratification of non-competing? groups in A be the same 
as, or different from, its counter-part in B. In any case, the 
commodities exchange internationally at values which are 
determined! by comparative or reciprocal demand, and not by 
comparativff^ costs, to any extent whatever. 

V 11. thus reach the position that the theory of inter- 

national trade, resting on a labour theorx' of value, is incomplete. 
We establisli pari passu that the accepted theory of international 
values also is fallacious. Once there are non-competing groups 
of labour, al/ values of their products, national and international, 
are determintul by demand, and not by supply. The criticism 
that this conclusion is invalidated, in so far as products of the 
same non-comipeting group in different countries enter into inter- 
national exchalnge, is itself invalid, because their values do not 
measure social \ marginal cost, hut social marginal utility or 
demand. Valuev, to repeat, is a social conception. 

12. The pi(oposition of this thesis, namely, that in view of 
the stable sociaij stratification in modern world, exchange values 
are determined Uy conditions of demand, and not by conditioas of 
supply, thus renlains unaffected. Socially considered, the situa- 
tion is indeed pre^gnant with grave dangers, in the intensification 


of class pi 


ejudice||s 


and class struggles. To avert such dangers, 


and to introduce a' better order in production as well as in distri- 
bution, this situat^ion needs to be changed, and the sooner it is 
changed, the betteu for society as a whole. As Taussig observes, 
The removal of all artificial barriers to the choice of occupation 
i^ the most importfcnt goal of society. Given this, the innate 
faculties of all will Ibe brought to bear and all will bring to the 
social dividend whatever it Is in them to contribute ; while at the 
same time the most perfect freedom will be secured and thereby 
the most even distrihlution of happiness,’^® 

5 Principles, Vol. II, p.l 149, 



A NOTE ON THE BOAED OF ECONOMIC 
INQUIRY, PUNJAB 


J. W. Thomas, 

PritiriiHil , Tlnilvjj f'ollcijc of (\nn niercn, 

At the present moment there seems lo ])e coiisidiMable interest 
displayed in the question as to wlietlier it is desimhlv^ to set up in 
India, Economic Advis'ory ('ouncils on lines similar lo those 
which have been established in other countries. T!ic :.*ecent visit 
lo India of Sir Artliur Salter, the Economc Advisen to the Ijieaq;u© 
of I^ations, Geneva, has probably silmnlated lliis interest and 
frecpient requests are made for information as lo the origin and 
constitution of the Board of Eoonotniv^ liiqiiir> , Punjab. Such 
seekt rs afttu* ligdit are i.sually referred to the article which Prof. 
Myles wrote for the Indian Jounial of Economics in January 1985 
(Vol. V, Part d, T)]). 841) — 49), but as vsomc of the information 
(‘untained in tluit article is now a lit lie oui-ot’-dale it may not, 
qierhaps, he inadvisable, 1(» review <hc r(‘asoiis for tlie establish- 
menl^ of the Board, the objects it has in vi(‘w and the work which 
it has done in the Iasi decade. It is possible' that the original 
article* may not he availahh* lo all rcadcis of the present note and 
for that reason pejrhaps a cerlain amounl of repetition of the in- 
formation contained in Prof. Myles’ arlicle may be forgiven. 

The Board came inlo being at tlic instigation of the Govern** 
mont of the Province in the year 1919, when it was thought desir- 
able to inquire into the economic conditions of the agriculturists. 
It was felt that some permanent body should he set up to undertake 
economic research in the Punjab, and (jov(*rnment agreed to the 
recommendation of the Committee appoinled to inquire into the 
matter, that it was highly desirable to establish a Standing Board 
of Pural Economic Inquiry for the Punjab . . . this Standing 
Board to have ai its disposal, an annual allotment of fund-*' for 
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expenditure on the payment of inveyti gators, the encouragement 
of investigations and the publication of results/^ 

The constitution of the Board was formed so a« to secure the 
co-operation of officials and non-officials and wuvs thoroughly re])re- 
seiitativc' of the people who weie likely to be interested in the 
economic* development of the Province. The original constitution 
is still in force, though some modifications appear to he necessary 
in view of the experience gained. 

Although it was originally intended that the Board should 
deal with rural affairs only, an urban section was added and the 
two Financial Commissi oners of the Province were ap])ointed ex- 
officio Cbairmeii of the two sections. There are 23 other members, 
viz., tbe Directors of Agriculture, Industries and Public Health, 
the Registrar of Co-c)])erative Societies, the Inspector of Faciories, 
the Pr(»fessor of Agrii'uliure in the Agricultural College at Lyall])ur, 
and the Professor of Economics in the Punjab Univei sitv : all the 
above are ex-officio ; the nunainiiig IG members are uominated as 
follows: — two officials who are interested in h^conomics and 
Statistics, by the Chairmen, one official from his department by 
the Registrar of Co-o])erativo Societies, four by the Syndicate of 
the Punjab tTniversity, two by the Director of Public Instrw Kon, 
and seven by Government, of whom one has to be a Journalist. 
The term of the nominated members is three years, and the Board 
has pow(*r to co-opt not more than four additional ineml>{?rs to 
serve for a ]u‘riod of not more than throe years. 

The functions of the Board aie as follows: — 

1. to lay down lines of economic investigation; 

2. to co-ordinate the results of economic inquiries; 

3. to encourage and direct ecojiomic study and research ; and 

4. to publish economic material. 

All the expenses of the Board have so far been met by annual 
grants from the Provincial Government and it is generally agreed 
that considering the large amount of work undertaken by the 
Board in the last ten yeai*s the amount of money S])ent has been 
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remarkably low. This, however, has been possible, only because 
of the very large amount of voluntary work done by various 
members of the Hoard, keen economists and other public-spirited 
men of the Province, and people who were sulticiently interested 
in the economic development of the Punjab to give of their leisure 
tinu" in the supervision of the inquiries conducted by the Board. 

Ill the earlier years there were all the difficulties of pioneer 
work owing to the fact that nothing of a simihir character had 
been done in India ; there was practically no previcHis experience 
on Avhich to improve and for a few^ years tiie efforts of the Board 
were mainly directed to the necessary prepare tc'^-y work prior 
to undertaking serious scientific investigation. 

In Il//v'i3 Prof. Myles undertook the secretarial duties of the 
Rural Section. Under his guidance much matewal was collected 
and published, and till he was (oinpelled by illness to leave 
India in 19538, a regular series of repoits on various matters of 
economic* interest to the I^*ovince were issued. His devotion to the 
work was remarkable and few’ bodies have Ihhmi seived so well as 
was the Board by him during these six years. He displayed an 
unusual thoroughness and grasp, and all his work w^as characteris- 
ed by^an enthusiasm whic h never flaggecl. 

In this connec tion reference should bc» made* to the part played 
by thc‘ ])resent Chairman, Mr. H. Calvert, C.I.K., I.C.S., who, as 
every student of Kconomi(*s in the Province^ knows, displays very 
keen interest in all efforts of this charac ter and whose enthusiasm 
for research into rural economic problems is woll-known over a 
much larger field than the Punjab. His assistance and guidance 
have been invaluable and fortunately he is still available for the 
direction of the work of the Board. 

A full list of the ])ublications of the Board will be found in 
the advertisement pages of this Jounml and from this list it will 
be s(»en that the investigations have been of a somewhat varie ? 
chara(‘ter. A c^uestionnaire for economic surveys of villages in 
different parts of the Province has heem extremely useful, 
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merely in the iuquiiies conducted by the Board but in similar 
surveys attempted by l^unjab students and by investigators in 
other Provinces. It is proposed to conduct a survey in some 
iypical village in each ot ihe districts into which the Punjab 
is divided and so far 18 surveys have either been completed or are 
in various stages of progress. In addition to the full surveys of 
particuilar villages inquiries have also been conducted into — 

1. The milk supplies of Lahore and Ly allpur; the former 

having been revised during the last yeaa*. 

2. The size and distribution of holdings of cultivators in 

two districts. 

3. Mortgages ot agricultural land. 

4. Hates of food consumption of zemindars in two districts. 

The Hoard has also published two studies on Punjab food 
prices, as wcdl us a sej ies of yearly accounts of farms ( ultivated 
imdei difterenl conditions in vuiuous parts of the province. These 
annual accounts of cultivators under different tenures and methods 
of cultivation {Ixnuiiu, well-and (*aiml-ii rigatiou) running over -a 
l)erio(l of years, are likely to prove a veritable mine of information 
lor students of economic conditums of the Punjab, if, as it is 
hoped, they can be continued over a long j)eriod. 

Another series oi re])orts has been published containing the 
results of iuquiiies into various aspects of marketing problems. 
The first one was in collaboration with the Indian Central Cotton 
(\)inmittee and published by the (^nnmittee in 1929 as a general 
report of investigations into the finance and mai'keting of culti- 
vators’ cotton. At the ])resent moment similar inquiiies into tlie 
finance and marketing of wheat in the Punjab are in ])i()g*ress 
and the results of iiKjuiries into the weights and measures 
used, and the general marketing ])ractices in the nxindis of the 
Provinc.e, should be published shortly. 

The method of conducting inquiries is as follows. A sugges- 
tion may he made by a Member, or from outside, or it may be a 



A NOTE ON THE BOARD OF ECONOMIC INQUIRY, PUNJAB; *6®^ 

reference from Government, and the question is discussed hy the 
Jh'ard. If necessary a sub-corn mi tiee is appoinled to report/^'on the 
proposal and if this is favourable to an inquiry an investigator is 
selected who has special facilities or qualifications tor an investiga- 

tr 

tion into that particular problem oj* district. Advertisements used 
to be inserted in newsjiapers tor investigators bu( the applications 
uere mostly from jieople who uei’c far below the required standard. 
Now an effort is made to find a maai hy private inquiriefe; usually 
however, the greater diHiculiy is to find a man to supervise, rather 
than one to conduct the inquiry. The sn])ervisor may, ^r may not 
be, a memher of the Board, hut is someone who has e;^perience of 
the subject of the inquiry. : 

The minimum (jualiiicatiou toi’ au investigato^t* is an Arts 
degree, with Economics as one of the s\ Ejects oi a Bj.Sc. in Agri- 
culture, hut preference is given to au M.A. in Economics. Inve-sti- 
gatoj's are paid from Rs. 150 to Its. a month, but it has been 
the practice of the Board to give a proportion of this amount only 
on the comiiletiou of a satisfactory report. 

It is rather difficult to get investigators of the right type. 
In India at present the lure of Government service seems to be 
almost irresistible and the Board has been unable to otter any 
assurance of permanency. The better type of students do not 
consider servic e under the Board at all tempting unless it be aiS a 
slop-gap until something iiKue attractive is found. The experiment 
of getting men on deputation from Government Departments has 
not been too successful. 

In the earlier years the practice was lo api)oint a new man for 
every inciuiry but in recent years an attempt has been made to 
build up a small cadre of investigators who might be employed 
(continuously by the Board on different investigations. It is felt 
that while there are disadvantages arising out of this practi^h, 
there are on the other hand, vei-y solid advantages since Ahe 
investigators are able to profit from their previous experienc^ and 
little time is lost by them in undertaking a new investigjution, 

F. 12 
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whereas under the old system it was found that the first two or 
three 'mouihs usually produced very little work of any value, as 
the investigator was frequently entirely inexperienced in this 
class o| work. 

It |vill he seen that most of the publications have dealt with 
rural matters but urban afiairs haA^e not been entirely neglected. 
Urban iaiquiries have been conducted at different times into the 
factory conditions in ihe Punjab, as well as in one or two other 
subjects, but for various reasons these have not been published. 
The milk inqxiiries mentioned above have dealt with conditions in 
two towns and one of the earliest publications of the Board, now 
unfortunately out of ])rinl, was the result of inquiries into the 
family budgets of l()w-j)aid clerks in Lahore. 

The Bojnd is frecjuently consulted by goveiiiiiig bodies on 
particular matters of economic interest, and investigations have 
been conducifed in ordc'r to answer ])articular points and references 
for tlie provincial government, e.g., sales of land between agri- 
cultural tribes, use of faulty weights and measures, rural indebted- 
ness, etc. Memoranda have bexm sup])lied to various commissions 
appointed by (xOA'ernment such as the Royal Commission on 
Agriculture (vide Vol, VIII, p]). G9J3 — 707), the Punjab Bank- 
ing Inquiry (\numittee (Vol. 1, pp. 217 — 2^34) and at the request 
of the Royal Commission on Labour in India an inquiry was 
conducted into the standaivl of living of workei‘s in the Punjab and 
this will be published shortly. 

As has been mentioned earlier there has been a considerable 
amount of voluntary work of a solid character done by various 
members of the Board, and the writer of this note would again 
stress the ixersonal factor, as any success which the Board has 
\achieved is, in his opinion, almost all if not entirely, due to the 


very keen interest of a comi)aratively few men in this kind of 
w®rk. The Board stands as a good example of what can be done 
by serioxis and enthusiastic workers in a voluntary, co-operative 


effort;^ on economic research. 
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THE CENTS \L HU DUET 

Partly owing* io world causes oi trade depress] ('u -'nd falling 
pjices, and partly owing to inlern-.l disturbances, ilie (jovernment 
of India have found Iheiuselves in an unenviable posilioii with 
huge deficits both for ihe year ihat is aboul lo cojne to ai* end and 
foi the coming yeai*. Without going iuto letails, the magnitude 
of ihe problem will be realised if we point out the estimated deficit 
for 1930-31 is 13'5() (*rores, and that or. the existing basis of taxa- 
tion, tbe deficit for the yeai 1931-32 is expected to be 17'24 crores 
of rupees. The country is on (he eve of great constitutional 
changes, which will involve a thorough overhauling of the finan- 
cial aiTaiigeinents of both Ihe Central and Iboviucial (Trovernmeiils. 
At such a juncture, the need for meeting such nnusual gaps is in- 
deed unfortnnate ; on the one hand, it reflec ts adveisely on the exist- 
ing Government; on the other, it makes it impossible to devise 
permanent schemes of balancing the budget as both ihe economic 
and political atmosjihere are full of nnc’ertainty. In view of this the 
budget of Sir George Schuster sulfers from all the handk*aps of a 
transition period, and may therefore be said to contain many tem- 
porary makeshifts which will inevitably recpiire a thorough revi- 
sion in the near future. 

Defioit and Debt. 

The deficit of the year 1930-31 will involve a corresponding 
addition to the unproductive debt of the country. There will be 
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some additional revenue before the year expires on account of cer- 
tain additional ciisioms duties ’which will come into operation from 
1st March, 1981. This is expected to reduce the deficit from 
13 r)() crores to 12*68 crores, which will be the figure to be added 
to the permanent unproductive debt. 

Retrenchment and Taxation. 

So far as the deficit for the next year is concerned, it is ob- 
viously necessary to remove the possibility of having to live on 
borrowed money once again. The alternatives are reduction of 
expeiuliture and addition to taxation. (\)mpared with the magni- 
tude of the problem, the condition of the people and the strength 
of opinion regarding the high level of expenditure in (*ertain 
Governmejjt departments, the proi)osed jctrenchment is very 
meagre. Very few* will join in the praise of the Military offered by 
the Finance Member on account of a retrenchment of Es. IT5 
lakhs made by them ; at the same time one is not convinced that 
all possible economies in civil expenditure have been effected w*hen 
we are presented with a retrenchment of Es. 98 lakhs only in this 
branch, in spile of the fact that promises for further exploratioji 
for reduction in this connection have been jnade. The total reduc- 

t 

tion amounts to Es. 278 lakhs which reduces the deficit to 14*51 
crores of rupees. The Finance Membei* has suggested additions to 
taxation estimated to cover this deficit. The additional taxation 
is under two heads, Cxistoms and Taxes on Income; the former 
is expected to yield 9-82 crores and the latter 5 crores, thus giv- 
ing a total of 14*82 (rores, which will leave a small surplus of 31 
lakhs at the end of the year. AVe shall now* review* the proposals 
for fresh taxation in detail. 

Customs Duties. 

Additional duties under customs are of two kinds: (1) sub- 
stantive increavSes, and (2) surcharges; this means that in the opi- 
nion of the Finance Member, the latter may be temporary and 
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subject to early revision, 
following may be noted : 
Beer 

Wines and spirits 
Silver 
Beetle nuts 
Spices 

Exposed cinema films 
Sugar 


Among the substantive increases, the 

in(*reas'> of G() per cent 

,, 80 to 40 per cent 

... increase from 4 as. to 6 as. j)er ounce 

1 increase from 15 per cent ad 
rahtrcm to 80 per cent ad 
vat or ''HI 

increase f..>m Rs. 5 })er cwi. to 


Es. 0-4 per cwt. 

The increased duty on sugar is in a line with tV.e ] roposals of 
the Tariff Board for protection ot sugar; +his duty will therefore 
be taken to the protective (‘ategory as soon as the Tariff Board 
Report is considered by the Legislature and the iK-cessary legis- 
lation passed. The increase in the duty o.. silver will raise cou- 
trovi’sy. The great taB in the price of silver has raised inter- 
jiational ju'oblems in the solution of which Lidia will have to play 
an important part. At sucli a time any restriction on the Indian 
demand may depress tiie juice further an<l may make the solution 
of the silver problem more difficult. 

The surcharges on certain items in the customs tariff's may be 
briefly summarised as under : — 

(1) A surcharge of 2\ per cent is levied on articles now pay- 

ing 10 per cent. 

(2) A surcharge ot 5 ])er cent is levied on the general duty 

of 15 per cent. 

(8) A surcharge of 10 per cent is levied on luxury articles 
which now pay 80 per (!ent. 

(4) A surcharge of 9 pies per gallon is to be levied l)oth on 

the customs and the excise duty on kerosene; the 
existing customs duty on kerosene is 2as. 8j). and 
excise duty la. Gp. 

(5) A surcharge of 2as. per gallon is to be levied on motor 

spirit which pays Gas. at present. 
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The Fiiuiiu e Member took eare to point out that the surcharge 
on the general duty of 15 per cent will apply to cotton piecegoods, 
from which particular item alone an additional revenue of 90 lakhs 
will be realised. In view of the dilferential treatment given to 
cotton piecegoods in the last year’s budget this is indeed a wel- 
come (diange. The duty on kerosene will fall on the poorer clavss 
of people. In view of the fa(‘t that the existing duties on kero- 
sene were increased only last year and are on a fairly high level, 
it is" ditlicult to justify the proposed surcharge on kerosene. 


Taxes on Inconie. 

Substantial increases have been proposed in the rates of income- 
tax on all classes of people including those (‘oming in the lowest 
grade. The percentage increase on the lower grades is higher 
than on the upper grades of income. For example, the lowest 
grade of Es. 2,000 to Es. 4,999 will now be required to pay 9 pies 
in the rupee in place of 5 pies, an increase of 80 per cent in the 
rate. Additions iji the J*u<e on the other grades of income will be 
seen from the table l)elow which also indicates the percentage in- 
(uease in each grade, 

Pies in the rupee Percentage 


Incoiue Es. 

1 930-3 J 

1931-32 

increase 

2,000— 4,999 

5 

9 

80 

.5,000— 9,999 

(5 

11 

83 

10,(100—14,999 

9 

14 

55-5 

15,000—19,999 

10 

15 

50 

20,000—24,999 

13 

19 

46 

25,000—29,999 

16 

22 

37-5 

30,000—39,999 

19 

24 

26 

40,000—99,999 

19 

25 

31-6 

1,00,000 and above 

19 

26 

37 
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The changes in the siipeitux are as iiiider: — 

Hitherto ihe first Es. 50,000 of the income were exempted 
from the supertax; thi^’ figure is now reduced to Es. «‘M),0(K) and 
the income l)etween d0,0(K) and 50,000 will be required to pay a 
siiperiax of 9 pies in the rupee. This does not apply to Hindu 
undivided families and companies whi(‘h will be allowed the de- 
duciion of Es. 75,000 and Es. 50,000 respectively as ai present. 
The flat rate for companies will uIm) bf* ue anna as at present. 
The superiax rale above Es. 50,000 will l^e increased l^iy 2 pies 
throughout; the yield from ihe in(‘reased raies in in''n)me-tax is 
ex])ected to be 464 lakhs, and ihat from supertax 4fi lakhs, giving 
a total of five crores. 

The in(‘i(lem‘e of taxes on income on the diherent i^lasses of 
l)eople does not conform to the ])rir.*ciple ot c»bility, and a careful 
enquiry is already overdue to adjust the burden of the tax properly. 
As shown in the table above, the percentage increase in the rates 
of tax on the lower grades of income is much greater than those 
on the higher. In view of substantial increases lioth in the custom 
duties, and the in(*onie-tax, the combined in(‘idence on the middle 
classes is likely to be more severe than now. The rates on them 
should be lower, and exemptions and deductions allowed in other 
income-tax systems must be studied in their application to Indian 
conditions and suitable adjustments made at an early date. Be- 
sides, it is high time that higher agricultural incomes be brought 
under the Income-tax. 

It may be noted in this connection that the existing income- 
tax is not levied on income from foreign investments. Sr) long as 
foreign investments held by Indians were insignificant, this did 
not matter. In recent years, however, there is a tendency for 
people to invest abroad, and the problem of export of capital from 
India is assuming importance. In the conditions in %vhich we 
are in this country, this is indeed an evil and must be stopped. 
The Finance Member has proposed legislation for the taxation of 
income from foreign investments on lines similar to those prevail- 
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ing in the United Kingdon . The picture wwtld have been oom- 
plete if the corresponding proposal to tax the income of foreign 
investors in Inditi bad also been made. 

Other Hew Sources of Revenue. 

" “ nil ' ' - ' 

In any future reucljustmeiits of the system of taxation certain 
new sources of revenue may have to be considered; in this connec- 
tion the suggestions of the Finance Member deserv^e notice.^ The 
problem of having a tobacco monopoly in order to r^iise tasatjon 
on the (onsumptiori of tobacco is being seriously considered by the 
Government of India in consultation with the Provincial Govern- 
ments. The excise duty on matches is also likely to yield good 
revenue; but, iou its suc(*ess it will reqtiire st7i;ne ujider?rt|^U.d^ig 

between British India and the Iiwlian 8tates. This will be pos- 

■ " 

sible ill the proposed Federal constituti(>n. Deatl^ duti^ have also 
been mentioned. It. may he ot interest to point out here that the. 
Government of Bombay ha \0 pro]X)S^d the imposition ot , Succes- 
sion duties in their budget proposals this year. 


Currency Policy. 

The Finance Member has given a brief review of the currenc;^’ 
})olicy of the (Toveriinieht of Jiidia, in whilih he atteuipis to justify 
the large contraction ot cuj[*rency that has taken place in recent 
times, and has assumed that the question of fhe rupee ratio is 
sealed for ever. In order to prove t\e thesis that the contraction 
of currency made necessary b\’ the falling world prices has not 
been excessive, the Finance MemTier refers Certain estimates ot 
the volume ot circulation and index numbers of wholesale prices 
in April 1920, and compares the same with corresponding ’figures 
for December 1980. More than a»f one else, the Finance Member 
himself is aware of the fact that the statistical machinery in this 
country is highly imperfect, that t|]ie estimates of currency circn- 
lation are based on guess work, particiilarfy ^^o far as the coined 
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rupee circulation concerned, tkat tke compilation of prices is 
crude, and tkat tke Calcutta index number of wkc^lesale prices is 
not representative of conditions tkrougkout tke country. So far 
as tke ek'ect of contraction on tl economic life ox tke country is 
concerned^ it must be pointed out tkat eack successive instalment 
of contraction falls witk greater severity than tke preceding; be- 
sides, tire mannex in wkick contraction is carried out and tke cir- 
cumstances at tke time kave also to be considered. Jb'or example, 
during tke ten months from Is- April, 1930, ij 7tk Ifebruary, 
1931, a contraction of 30^ crores was ejected. In paragraph 113 
of kis speech Ike Finance Membej- points out tkat the. steps taken 
by way of contraction of currency h- meet tke falling* world prices 
would kave been equally necessary in order to maintain tke rupee 
at Is. 4d. if tkat had been established in ’ 92(1. ' it must be point- 
ed out, however, tkat though tke process would kave been similar, 
tke contraction required would kave been Jess in voilume and in- 
tensity: in other words, tke Is. 4d. ratio would kave provided an 
eflectivo mitigating factor against the adverse effects of falling 
world prices. Eegarding tke ratio question, tke remarks of the 
Finance Member are not likely to carry conviction. He says, for 
exaiqple, tkat “ if once tke country, having* adopted stability and 
accepted a statutory obligation, repudiates that obligation in order 
to meet tke difficulties of the moment, what confidence would any- 
one kave in tke future tkat suck a step will not be taken again? ” 
In tke first place, it is common knowledge that the people of tke 
country kave not willingly accepted the new ratio, and that it 
was put on tke statute book by a narrow majority in the Assembly, 
against the wishes and protests of those Indians who were best 
qualified to understand tke problem from fke Indian point of view. 
Besides, a similar question can be asked, namely, tkat if you once 
raise tke value of your currency unit, what guarantee is there tkat 
it will not be raised again? The desire to restore the rupee at its 
pre-war level is not so much to meet the difficulties of the moment, 
as to restore tke very confidence in the stability of currency 
F. 18 
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arrangements that has bt*eii rudely shaken by the forced legisla- 
tion of 1926. 


C. N. Vakil. 


GOLD DISTRIBUTION AND PRICES 

In commenting, in oiii- October number, lust year, on the thesis 
propounded by Sir Henry Strakoseh thal the gold- grabbing policy 
of Prance and the United States of America was mainly responsible 
for the abnormal fall In prit^es ihroughoul the world, we suggest- 
ed that it was a sweeping g*enerali;5ation which needed better proof 
and more evidence to commend itself to an exacting student of the 
problem. Sir Henry’s challenge has been taken up by the 
nations concenied, and though the statistics compiled under the 
auspi<*es of the Tieagne of Nations and the conclusions drawn there- 
from appear to lend <*.olonr to the alarmist views regarding the 
future of gold, business and scientific men are agieed in think- 
ing that the influence of gold accumulation by Prance and the 
United States of America has been exaggerated a good deal. The 
question at issue is as to the weight to be attached to the effect 
which the monetary supply of gold and credit facilities made 
available to trade and industry by banks, have had upon the low 
level of prices which have prevailed in the world during the past 
year. Leading bankers have <;learly stated that it is not due to lack 
of credit and money that prices have declined and that the source 
of the trouble must be sought elsewhere. In fa(d, in the case of 
several banks there has been less demand for accommodation and 
their business lias consequently ])een dull, and profits have been 
moderate. Mr. Goodenough of Barclay’s Bank, for instance, has 
emphatically statec^ that monetary influences have played a 
much smaller part in bringing about the trade depression than is 
sometimes thought.” Mr. T. Beaumont Pease, Chairman of Lloyd’s 
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Bank delivered himseslf on this question at the last annua^l meet* 
ing of the Bank, as follows: “ The constant reiteration of the 
cry ‘ More gold, more gold ’ effects no faith cure in my unbeliev- 
ing miud. Without belittling general truth of the quantitative 
theory of money, 1 see very little reason for supposing 
that the present depressed state of trade is due to the 
operation of this principle. Even though gold may not be 
increasing in the same ratio as .he increase of production, 
nevertheless the ordinary purchasing medium as expressed in the 
ainouni of liank deposits has increased in a far greater proportion/^ 

It is obvious that it is not tiie quanJities of gold that banks 
may have in their vaults, but it is ^he credit which they are able 
and willing to create for their ( iistomers tha^ is of importance in 
influencing the level of prices. The impliccition of the main argu- 
ment of Sir Henry Strakosch was that the sterilization of goild by 
the United States of America and Fiance iu large quantities and 
their dog-in-1 he-man ger imlicy of not allowing: the accumulated 
gold to perform its monetary function for the benefit of the trade 
and Industries of the world, had brought about an abnormal fall 
in the price level and that this depjession was avoidable. Mr. Pease 
has a categorical answer to this kind of leasoning. He says: 
“ It is not because of any shoi'tage of gold that America and 
France think themselves unjustified in lending to those countries 
who wonld like to boi row. If America and France are disinclined, 
with their present stoilv of gold, to lend to w'ould-be borrowers, 
does any one suppose that they would be more disposed to do so 
if an addition ol 100 millions of gold were suddenly made to their 
existing large stocks':' Then he goes on to ask a pertinent ques- 
tion : ‘‘Is any trader in this country unable to obtain credit if 
he is a reliable man and is ready to place an order? You have 
seen from, our figures that our advances^ have greatly decreased, 
and the reduction in our profits is largely due to the fact that 
our proportion of advances has fallen to 48-5 per cent. Obviously 
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that was not according to oiir wishes, or due to the fact that we 
could not or would not lend but because there was no demand/’ 
Similar views have been expressed by American bankers also, 
Mr. Warburg, Chairman of the Manhattan Company, thus avows 
his ‘‘ entire disbelief in the thesis that a shortage of gold should be 
considered as the sole or principal disturber of general price stabi- 
lity.” The London Ecfntontisf (February 14, 1931) cannot range it- 
self on the side of those who think ihat monetary policy alone is 
responsible for the present situation,” but considers the sugges- 
tion in certain quarters thai the gold problem and monetary policy 
have nothing to do with ihe matter, as a ‘‘very inadequate and 
short-sighted view.” This is decidedly a sober and a reasonable 
attitude on the question. 


That a more satisfactory distribution of the world’s supply of 
gold may be achieved by the (*-ooperation of the great National 
Reserve Banks, will be universally admitted, and that the practical 
importance of such cooperation has been appreciated by these 
institutions is shown by the fruitful discussions which have recent- 
ly taken place between the representatives of the Bank of England 
and the Bank of France. As to the alleged gold-giabbing by France 
and America, certain difiSculties which come in the way of the 
outflow of gold from these countries to those nations like Germany 
which are hungering for the yellow metal, have got to be taken 
into account. The people of France, which has drawn large quan- 
tities of gold from London, have not been able, as was their wont, 
to invest their savings abroad for lack of suitable outlets and re- 
liable customers. The frozen reserves of that (*ountry are, there- 
fore, the result of this lack of confidence in the borrowers on the 
part of creditors and the want of suitable objects on which money 
could be laid out. By lowering its rate of discount, the Bank of 
France has recently decided to discourage the inflow of gold and 
to encourage the investment of French capital abroad. This policy 
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is calculated to bring considerable relief to the London money 
market and to the Bank of England which have regarded the ex- 
ports of gold from Britain with mnch anxiety. The latest annual 
report on the working of the Bark of France maintains that the 
economic world crisis is the cause and not the effect of the inflow 
of gold into France on a large scale. In the Revue d'Economiv 
Politique (Nov. -Dec., 1930) Prof. Charles Gide has attempted a 
theoretical justification of the position of the Bank of France in 
respect of the gold situation. As reported h\ flic FrauJifurter 
Zeitnng (February Tth, 1931), he argues that ‘‘ when there is a 
considerable decline of prices as has lecenlly happened, there is 
an international liquidation of debts, -ind edits are only partially 
renewed, and in the case of creditor nations, this results in a large 
inflow of gold. That was the position r th •United States of 
America in 1920 and the same thing is being witnessed in France 
at pic'ient.” The war btving destroyed the equilibrium of inter- 
national movements of capital, France has not yet been able to 
find suitable opportunities for the investment of its national capital 
While con(‘eding that there is some truth in this contention, Ger- 
man (*ritics are not prepared to endorse it as a statement of the 
whole; truth. writer in the Fvaul furtcr Zeiiunij ])oints out that 
whereas in the previous year, the report of the Bank of France 
breathed the ambition of PVance to make Paris an international 
money market, obviously in competition with London, through 
shoi't-term lendings, the report for the past year is found to sing 
in a different tune, and for the first time the Bank lays special 
stress on the necessity io stimulate long-term lending abroad. 
Critics are not inclined to attach much weight to the difficulties 
pleaded in France as obstructing the outflow of gold from that 
country. Tf an understanding can be reached betiveen England and 
France on the question of the mutual control of the distribution 
of gold, it is argued, political unrest and suspicions ought not to be 
allowed to stand in the way of the export of French capital abroad. 
France does not like Germany to raise the question of the repara* 
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tioiis payments and at the same time expects lier creditors to eon* 
sen! to lend capital to that country. 

How tlie European atmosphere is surcharged with suspicion 
even with regard io this business problem, which has a vital bear- 
ing on the economic jevival of the wwld, is illustrated by the 
observations of a German paper published in America, viz., 
Josephus Bhitt on the question under discussion. That paper looks 
on the understanding reached between the central banks of the 
United States^ England, and France as a deliberate attempt to 
isolate Germany. The negotiations are interpreted as a sort of a 
conspiracy in which France will assist England with its loans of 
gold and the latter country will give France a free hand in its 
continental politics. It is being declared in France that that 
nation is ready to help Germany with capital but the latter must 
not talk of the revision of the reparations payments. What in- 
fluence politicos has on the solution of economic difficulties cannot 
be better illustrated than l)y the present international situation on 
the European continent. Germany jdeads that world.^s economic 
equilibrium cannot be re-established until the Young Plan is 
satisfactorily revised. France will not listen to any proposals of 
that nature and is not prepared to lend her capital abroad until the 
talk about revision ceases. If there is no outflow^ of French capital, 
there is maldistribution of gold in the world and consequently the 
possibility of the continuance of the present deju’ession. A vicious 
circle indeed I 

V. G. K. 


CASTE AND ECONOMIC STATUS 

Caste lepresents the chief standard or scale according to which 
we may measure the trends and ramifications in the social economy 
of the country. Caste is hardly the static thing as is the enmmon 
notion. In fact, any striking change in economic status is always 
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accompauied by an economic dili'erentiation and the rise of -new 
castes and sub-castes. 

A definite relation exists between a caste and its labour value 
and financial status. India’s an^'ient social gradation has been 
governed by the suprennjcy of the Brahmin or Thakur. Although 
these high castes own good landed property and house property 
they disdain in large parts of the United Provinces to drive the 
plough or adopt other ocicupations subsidiary to agriculture like 
the Kurmis, Muraos, Jolahas, and Koris. Thus it is these latter 
castes which obtain credit more easily and throughout the province, 
the gentlemen castes aie going <lown ard property is passing from 
their hands into lliose (>f the moiieylendeiv and the lower castes. 
As economic forces are bound io ha^ e ultimate sway, the social 
stratifi(;ation will gradually but inevitably change. The low-born 
(tastes which are more industrious, which freely adopt various 
remuiiejative occ upations ipai't from agriculture and which besides 
are more prolific, being thoroughbreds of the soil, will obtain a 
stronger footing in the country. 

This tendency is already visible in this xjrovince though it 
is far more marked iu Bengal and Southern India. The autoch- 
thonous peoples of India, who have grown up in the sunbaked 
field and the flaming forge, now form three-tenths of the popula- 
tion of India but a century hence they will form nine-tenths of 
its pox)ulation. It is a problem of tremendous significance for the 
civilization of India whose bare outline we see emerging in this 
province in the preference of the man of the high caste for starva- 
tion in idleness to work in affluence, in his gradual displacement 
from the soil, in the keen desire to lease holdings to tenants who 
are Kamin and in an equally pronounced aversion from tenants who 
are Sharif, It is true that the rent paid by the Brahmin is now 
often below the market or <*ompetition level. But as social and 
religious considerations will have decreasing influence with the 
shrewder class of landlords, the Brahmins and the Thakurs will 
have to face the free competition with the low castes, which are 
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HOW rackreiited and will ineviialdy go to the wall unleas they 
change their habits, conventions and temperament. 

Similarly, so far as agricultural indebtedness is concerned the 
castes are more lenieutly treated by the Mahajan than the lower 
ones. But social cuslom is responsible tor a far greater propor- 
tion of debt on uni)roductive expenditure amongst the former and 
their cumulaiive burden of inherited debts smothers both thrift 
and initiative. tJn the other hand, as money is dear in the rural 
economy those who require credit most and utilize it l>est get it 
least. Such a paiadox cannot persist for long. The present social 
situation in the village exhibits clearly the distinctive features of 
a transition. The future will undoubtedly see a gradual adjust- 
ment of land distribution and social gradation to the new economic 
forces which have now brought even the tiny conservative Indian 
hamlet into the maelstrom of world agriculture and commerce. 

Each person, caste or profession, is now being borne along 
like wisps of straw’ by the (‘unent of economic ti ends. The outcome 
is grave economic and social un settlement with its associated family 
breakdowns, caste disruptions, rural desertion and the reduction 
of peasant proprietors and tenants into a floating proletariat popu- 
lation. 

t 

Both State aid in the f(»rm of proie(‘tive land legislation and 
provision of cheap and easy credit as also educational i)ropa- 
ganda are indispensable for smoothing the present transition. 
Various bodies and agencies, official and un-official, must address 
themselves to the work of rural betterment. The time-honoured 
and ubiquitous institution of India where the voice of the people 
has expressed itself through and down the ages, namely, the Pan- 
chayat, must now’ be revived not as a w’ooden g*overnnient agency 
but as a vigorously active organ of rural public opinion. 

Apart from such important charges of the Panchayat such as 
sanitation, village public works; education and arbitration, there 
is no matter w^hich is of greater concern for the welfare of the 
peasantry than the inculcation of a sound caste opinion reflating 
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to the use and abuse of credit. The hereditary cultivating higher 
castes are losing ground in the province^ while the Surmis, the 
Chamars^ the Ahirs and the Jats among others have made consider- 
able acquisitions of proiperty an^ wealth. But the largest gainers 
are the non-agricultural classes. If the industrious and prosperous 
lower castes imitate those above them in the caste hierarchy not 
merely in the acceptance of Brahminical rites and customs, but 
also in the matter of social expenditure, mostly unproductive, the 
benefits of economic uplift will be dissipated in ^he desire for im- 
provement of caste status We here come acioss another paradox 
in the present social situation. Castes which nae nigher in the 
economic scale appear to be sacrificing better living and comfort 
to social position and status Indeod, if this tendency continues, 
the Indian village will find itself grojing ’u -a vicious circle of 
wealth, social prestige and extravagance which will dissipate the 
haiJ-won acquisitions o^ decades. Only a sound practicall wisdom 
of the sons of the soil can avert such a situation. 

R. K. M. 
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Present-day Banking in India, by B. Ramchandra Bau, M.A. Published by 

Calcutta University. 

Mr. Bau is reputed to be a keen student of Banking. A glance at the book 
and ^ts size proves that by bia untiring pains and patient perseverance he has fully 
earned this title. The volume covers in all about 700 pages, of which 650 pages 
are devoted to the text matter and the rest are occupied by appendices, index, etc. 
The components of the Indian Banking system and problems relating thereto 
are described and discussed. 

There are twenty -one chapters. On account of their importance and special 
nature of their operations, The Imperial Bank of India, Exchange Banks, Joint 
Stock Banks, Co-operative Banks, Post Office Savings Banks and Indigenous 
Bankers are each giveli a separate chapter. The question of Bank of Issue, com- 
monly known as “ Reserve Bank ’ is minutely dealt with. The problem of Bank- 
ing Reform has been discussed at great length. On account of its vastness and 
complicated character, it has been subdivided into a number of chapters. Those 
headed, The Need of Banking Reform, Banking Management, Bank Organization 
and Banking Legislation, Land Mortgage and Industrial Banks, which play such 
an important part in other countries and whose non-existence here is retarding 
our economic growth, are treated at length. In order to give an aspect of com- 
pleteness to his subje<,‘t the author has included in his book such special subjects 
as the Indian Money Market, Recent Monetary Reform and Organiza|ion ot 
Capital and Investment. The chapter on Organized Banking in the days of John 
Company is an interesting study. Its preparation must have, no doubt, cost the 
author a good deal in time and mental energy, as those who have experience of 
wading through old misty records, can easily testify. But the collection of this 
material is valuable as representing results of early experimentations in modern 
banking in India, proper understanding of which is necessary both for adequate 
comprehension of the present organization and the future reformation of Indian 
Banking. Stripped of its refineries and outer garb of variegated colours, banking 
in. its essential form implies borrowing and lending : and upon the happy adjust- 
ment of borrowings and lendings, not only as regards quantity but also upon 
quality, depends its well-being. Necessity for safe and liquid investments and 
clear perspective is as great now as in the past — a good deal more now, because 
of "^e great dependence of present economic activities upon credit. Lessons from 
past history in regard to banking failures bring out in relief the supreme need of 
their avoidance. In view of the size and operations of present-day banks collapse 
of credit nowadays involves much greater ruination than it ever did in the past. 
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The descriptive part of the book seems to be fairly accurate. The antiicHf hM 
supported his statements by references. But not being engaged m the actual bank- 
ing business, he has failed to take note of some of Idie important points either 
iiecause he does not know of them or does not appreciate their importance. This 
same fact perhaps also accounts for occas'onal want of clear eL.position a nd lack 
of knowledge when discussing technical matteis There is too much insistence on 
the obvious digressions and repetitions occur frequently. The subject-matter can 
1 k’ rearranged and belter co-ordinated with advantage. The opening chapter deals 
with Money Market. Banking is a component of ^he Money Market and in the 
fitness of things Ihis should conn after bankiD" chapter^ The style at times is 
heavy. On account of fh'* above defeats +he readnig oecomes somewhat turesome. 
In our opinion the authoi cor^d easily reduce the size of his book by about 
out third, if not by one-half, which would in prove its value. 

Nowheie do we find any mention of tlu ‘vsteiiatic sale of hundies in the 
market by shroffs with the object of mcieaemg their working capital. Such hundies 
are held by the public as “ Time Beposii ” Itjocipts. A holder of such a hundi 
looks both to the original drawer and the endorsing shroff for inpayment. On 
maiurity or a little before it, ht tenders the hundi an'’ gets back his money; or, 

if ho so chooses a new hundi in exchange. This syscem has to some extent 

worked as substitute for deposit receipts In hundi, the holder has a tangible proof 
of fhe shroff s investment and <.a*i forin some judgment as to its quality which 

IS not visible on the surface of Bank Deposit Keceipts. Tl was perhaps better 

fhat such a practice grew uj) first so as to pave he wav for the growth of the deposit 
sysfoni. rhettvars are a verv important banking community. The extent of their 
operationt, and iho maiinci in which they fake loans from banks are subjects of 
no mean importance and should find adequate tieatment in a treatise dealing with 
Indiiin banking. It would add to the value of chapter on Indigenous Bankers if 
deficiency in this respect is supplied. Definition of B.C. rate on page 
as ‘ the rate for retiring bills, i e , paying thorn before maturity ’* is incorrect 
Bxehan go Banks fix daily a rate at v/hich bills for which no exchange contracts 
arc jircviously entered into are to be paid and this is called B.C. rate for the 
(U^ Bills falling duo on a particular day are paid at the rate fixed for that day, 
‘>0 that it does not relate to bills retired before maturity, as the author’s defi- 
nition would imply. It is not clear what the author means by such expressions 
ns “ reserve deposits,” page 55 ” The fact that other Joint-Stock Banks can 

pay even the Current Accounts ...” page 64, ” The unlawful Loans on Beal 
Estates . .*• page 637, which when even related to the context appear to be 
vague and meaningless. The author’s suggestion on page 419 that ” a change in 
the Transfer of Properties \ct will enable the banks to lend moie on goods stored 
in recognised warehouses or the borrower’s godowns ” betrays lack of legal know- 
ledge, inasmuch as the hccunty to which he refers is of the nature of hypotheo^- 
tion or pledge which is governed bv the Contract Act and not by the Transto of 
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Property Act which deals with immovable properties, like lands and buildings. When 
dealing with the Banking crisis of 19X8 — ^16 the author refers, on page 928, to the 
practice prevalent in other countries of mutual drawing of accommodation bills be- 
tween various banks and deplores its non-existence in this country. Unless he 
alludes to tlie rediscounting facilities available at the Central Bank under which 
two banks may combine to draw and endorse a bill and discount it at the bank 
of issue, there is no such practice of mutual drawing of accommodation bills; and 
if that be the case it is a very crude way of expression. In fact, negotiation of 
accommodation bills is against canons of prudent Banking. A bank may offer for 
rediscount bills in its portfolio but the moment it is known that banks have com- 
bined to raise credit on their joint signaiures it would create panic in their depo- 
sitors. 

On page 5 the uiithor says, The cheque system of issuing credit has not 
developed to a great extent to amend the inelasticity of the currency media in our 
country.” Although in the last resort currency and credit perform the same func- 
tion, delivery of a cheque is more akin to payment of money than grant of credit. 
The latter implies r^ayment of accommodation extended but not the former. 
Development of cheque habit and increase of deposits enlarge the basis of credit 
but do not impart ela,sticity to credit or currency, which connotes expansion and 
contraction. On page 611) there is a suggestion that the Investment Trusts will 
guide their clients in their investmenis. This is a wrong conception of the func- 
tions of Investment I'rusts. Although they apply their expert knowledge to invest- 
ments, one of their chief objectives is to distribute the investment risk, i.e., “ Not 
to put all eggs m one basket,** however .safe the basket may be. Expert know 
ledge is unknown to the novice or the uninitiated; and adequate distribution of 
risk will not be possible for persons of small means. An investment trust may 
put in a small money on a proposition which promises very handsome return even 
though its ultimate siim\ss may be not quite certain ; but it would be positively dan- 
gerous for an individual tr) follow this lead and put his savings on this particular 
venture. Loss of this money would hardly affect the fortunes of the investment 
trust but it may mean ruin of the individual. Hence the underlying idea of these 
trusts is to replace individual investment and not to induce or guide investment. 
Investment is much tiK) difficult a business to be done by an amateur. The author 
alludes to the superiority of investment in shares to government bonds and deben- 
tures and says that tlie existing public belief to the contrary should be shattered 
(pages 619-620). A Statement of such great import without adequate explanation will 
not only be not understood by the average student of economics but is likely to mis- 
lead many. It should be made clear that what the author is referring to is not 
all shares but only ordinary shares. Preference shares which carry fixed return 
are in that respect on par with Government Bonds and debentures. It is only 
common stock, or ordinary shares, that carry the right to participate in increasing 
profits or equities in the concern. It should be explained that the ** eolt of the 
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common stock is based on the variations in the purchasing power of monetary 
unit end the expectations of continuous increase in the earnings of healthy con* 
corns. Short-dated bonds which mature within a few years of their issue or pur- 
chase are not a thing to be disposed at, because the risk of depreciation in value, 
during short intervals, is negligible. It , impossible to accept the generalised 
sweeping statements of the author Even to the most speculative investor, 
gilt-edged and dehentrre bonds should not he unwelcome as a part of a 
varied menu. 

On page 617 it is said, “ The sum total of oui past; savingo stands as a posi- 
tive achievement and must sMence most of the I’ugoist talk concerning the increas- 
ingly widespread povertv amongst masses ” It is difficult to follow this conclusion. 
Proving or disproving of this saring is not so cas> as the author seems to think. 
Merc figures of deposits cannot throw nuir*h light Purchasing now#‘r of mone- 
tary unit, variations in prices, The distribution 8a\IngR or deposits nmongst the 
various classes of population, cLc must all be *^ak*»n into account before an opinion 
mn be formed one wav or the othci No hiifficinit material on these lines has been 
given, to support his theory Tioose general statements of tjiis nature do not add 
to the value of any work 

The author has given inan^ suggestions to improve the existing order of 
things ^ome of them are mere lopetitions of what has been preached, or intro 
dneed in other rountries Banking opinion is not unanimous on their acceptance 
hut none the less thev deserve careful consideration There are others of a novel 
character Sonu' of these at least wmuld not ’ ave been put in print if the author 
had more intimate rontact with the actualities* of his subject, or perhaps the ideas 
have not been fullv dcvolo])ed or there is want of claritv in expression To quote 
•1 few, examples • On pagt* 520 when dealing with the restrictions to be imposed 
on the use of the word “ bank *’ he suggests tliat its application should apply ** to 
those financial companies which undertake to meet all obligations on ‘ demand * . 

W( hope he does not mean that banks should pot be allowed to accept “ time 
deposits.” On page 521 he sd>s that reserve fund should be invested in tmstv 
soiurities All the funds o^ the bank get mixed up and it is impossible to sav 
'v'hich part of the funds is (overed bv trustv see unties. All that can be recom- 
mended is that a ccitain portion of the assets should consist of gilt edged paper, 
this portion depending upon the amount of capital, reserves and deposits Tnci- 
dcntallv, it mav be mentioned that this suggestion of the author is contrary 
to his recommendation clsewhcie that shares are superior to Govern- 
ment Bonds though wc of (oursc do not entirely agree with the latter view. On 
page 523 the author suggests that banks should not he allowed to invest in channels 
the return from w^hich is lower than interest paid on borrowings. It will be impossi 
blc to distinguish what particular funds are being put in a particular investment 
and consequently it will not he possible to correlate any particular sets of interest 
earned and paid, If Ban means that interest earned on any investment 
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slumld not be below average rate of interest paid on borrowings, it is equally ob* 
jectionabie. If it happened that at a particular moment, when demand for money 
is very slack, a bank has large idle funds, and it would be able to earn something 
by utilizing them in short-term investment, it should not be precluded from adopt- 
ing that method even if the return be below the average cost paid for deposits. 
The position of “call loans ’’ can be studied with advantage in this connection. 
Tiastly, if the idea be that average interest earned should not be below the average 
interest paid, the proposition is so self-evident that it needs no legal enactment — 
the success of a bank depends upon adequate margin between interest earned and 
paid^ so that its non-existence is sure to bring it to grief. 

The author's view that acceptance business should be prohibited to banks with 
small means is not intelligible. No grounds are given for this suggestion to so cir* 
cumsenbe the business. Acceptances correspond to maturing obligations to make 
payments. As. a rule the extent of acceptances will correspond to the size of the 
bank. If a bank's position is not sound the market will not want its acceptances. 
By accepting a Bill the bank lends its name which makes its negotiation in the 
market easier. Bestriction in this behalf would interfere with the bank's capacity 
to extend credit. 

There are several other points which require comment. It is not possible to 
deal with all of them. We have, however, g*ven sufficient indications which will 
enable the author, if he is so inclined, to improve the value of his otherwise splen- 
did achievement. The book contains collectioji of important banking material which 
will be useful to students and bankers alike. Its possession would give much 
useful information, and save reference to a number of publications. The reports 
of Banking Enquiry Committees constitute imporant literature on the subject of 
Banking. It would have been more fortunate if the author had postponed his new 
edition until after the publication of these reports and enlarged the scope and use- 
fulness of his work by the inclusion of important new material now made available. 
But even as it is, the book has sufficient intrinsic value of its own which remains 
imaffectcd by the appearance of these reports— if anything, it provides necessary 
knowledge for the understanding and appraisement of the work of these Com- 
mittees. 


B. T. T. 


Principles op Public Iinancb, by S. Ponniah, M.A. Kochouse & Sons, Madras. 
Pp. 361, viii. 


Mr. Ponniah's small book on Public Einance is a very useful book for a 
student of Public Finance. It is divided into fifteen - chapters which deal with 
public expenditure, public revenue, public debt and financial administration. At 
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the end o£ the book there are a few appendicea and a select bibliogiaphj. The 
book has the following good featnres : — 

(i) The chapterB are huiali and contain juet whal is necessary for those 
students of public iiuance who have no tune yi patience to go through 
a nunibei of bulk> volumes; 

(‘2) hlach chapter cun tains the principles ol public iuiaii^*e as also their apph 
cation to Indian State Economy, so that* tbc Instore ol Indian public 
hnauce can also be found in the book , 

(d) There aie mteiesting and usclul qu-* ii(»ns sf ihe cud oi each chaptet , 
and 

(Ij The views oi inan^ authors aie oxpiesseu in ..ho (ourso ol discussion 
on all topics and the nani^S c* ilie >iillu)rs qujted are given m 

footnotes. 

TJie book hah, liowevei, a lew diavlia ks. iii Mic liint place, public expendi 
tiue Jb not given the iiiiiKiitance that it dese»»es, »'ie ac *oum ol Indian public 
expendituic covers oiil^ thiee pages and a hail, ol s hi< K nic lull page is occupied 
by the budgets ol expenditure of the Central and i rovmcial Goveniinents The 
total expenditures aie not shown. 

In the second place, theie aie too many quotations in the book, with the 

result that the readei gets ihe iminessiou that the authoi has very little to say 

himseU. 

Lastly , there aie some mistakes in theur;) . Eoi instance, the author says, 
while discussing ihe eiiect of a tax on e monopolist, il the tax is a fixed 
sum (5li the industry iriespective ol the levenue oi output, the monopolist would 
so fix the price that he could get the maximum iiel levenue. The new price may 
be the same as the old price before the imposition ol the tax oi a littic' moie or 
less. ’ As a matter ol fact, in such a case the monopolist would still charge the 
same price as before the imposition oi the tax and not moie or less. 

Again, the author says, while considering the shifting of a commodity tax 
under conditions of free competition, In the case of constant returns, the tax 
may be divided between the producer and the consumer.” As a matter of fact, 
there can generally hs no tree competition il constant returns prevail m an 
industry , and even il competition be present the tax would be shifted entirely 
to the consumer. 

On the whole, the book appears to be veiy good and should prove useful 
to M.A. students. 


J. K. MRENVi. 
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iLouNOUiCii . An iiiijBiiUMABV Xli4.l Booi, bjr W. J. ^^eston, A1.A., B.rfo , Bar at 

Law. The (jteorge rubiishmg Co , Ltd., Loudou. Pp. ‘20b. 

Mr. Weston s book on Loonomics is one oi the best text* books on Klementar} 
Koonoinics. Theic ait ctitain points oL excellence which aie necetisary loi an 
original woik and uthcis which aic necessai^ ioi a text book, i am glad to 
hud that Mr. W estou s booK possesses xuan;^ pomts oi exceilenipe needed for a 
leallj uselul text book, lo state biielij^, the book is a small and convenient 
\olunie whose size will not teriil^ c\en a beginner, it is divided into twenty hvc 
sijiall lessons as the authoi has called them. 1 believe this is meant to give to 

his work a leal appeal ance oi a text book. At the begmumg oi each lesson is 

gi\en a short description oi what ioiiows. Changes oi topic in each lesson aie 
\ividi} shown by headmgs m bold types— a system that saves time when a student 
desues to refer to a particuiai problem oi principle in economics. At the end ol 
each lesson a lew questions aie given as exeicise, and at the end oi the book wc 
hud revision exetcise and a lew question papers m economics The questions given 
by way of exercise do leall} call ior mdependent thought as the author states 
m the preface to his book. The ioilowmg are a lew questions taken mdisciimi 
nately from the book, they will show how fai the uuthoi s claims are tiue. 

(1) Kxamiue these two argumuiis Which nl them a^ipeais to you to be tbt 

sounder ? 

{a} bxnce theie js oruy a httle lor all ol us, he who has much is actmg 
unjustly. 

(b) Ee who has mmh is unjust only when his share has become greatei 
through anothei s loss He should be praised rather than reproached 
when his shaie is great because he himself has produced much and 
has, while pioducmg it, added to the public wealth. 

1 ^ 2 ) It has been suggested that theie should be free tiavellmg lacilities for 
all and that they should be paid loi out of general taxation. Do you see any ecu 
uoimc leasons agamst this suggestion; would it mean waste or saving? Do you 
see any reasons for adopting the suggestion 

(3) Between 1900 and 1910 the average price level of British manufactureu 
exports rose 5 pei cent , the average price level of British lood imports rose 10 
per cent. Explain why this should be so What effect has this fact upon our 
power to get the thmgs we want? 

The text'book covers the whole held oi elementary economics with ehapters on 
Public Bevenue and Public Expenditure ioUowing those *ou Consumption, Produc 
tion. Distribution and Exchange On Exchange, however, very little has been 
said. 

The style of writmg is simple, and it appears the author has taken aj^al pains 
to foe very untechmeal in bis expressions so that a beginner may find it easy to 
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understand all he reads The style is colloquial at places, and the two 
words ^ou bee are often thrust in the middle of a sentence to deprive an 
expression of its terrifying technicality 

1 have not been able to detect any mistakes m the theory, at places there 
aie slateinentb of iacts which are not rif^c >usly scientific , but 1 piesume they were 
never intended to be very b( lentifu Perhapb ftu a beginner, for whom 
the book IS particulaTl> written, statements lacking in scientihc accuracy are 
more useiul than the high sounding, complicated and rigorously scientific ones The 
book has no index but 1 doiiot think it ib u<=»ce8sar- loi such a well planned book 

The book shotild prove useluJ to ail Inter »nediate sfu tents ind many under 
giadnate students of Indian iiniversiies 


J K Mehta 


Thl Indian Vubi k l)V 1) L DubcA The ’ndui Presi, Ltd, Allahabad 

'Ibih b(K)k has the advantage ol dcibng with a subject of absorbing topical 

inteicbt linruip, the past eighteen inoiiths Its author lias taken cormideiable pains 

to collect the mass of statistical niatenal with which it is itrcwn and has endeavour 
ed to give a vivid presentation ol a subject w ose laiiufications have often mysti 
bed politicians and others inspired with the desire loi rendering public service 

to India 

Tl^ amount of the Indian Public Debt, the forms in which it is embodied, 
its distribution between steiliiij, ind rujice lenders and the productive assets ol the 
State held against this debt are lucidh indicated There is a chapter devoted 

to the Steilmg Debt ol India which traces its growth since tW beginning of the 
century and contains an interesting analysis ol the cduscs of the high rates of 
interest which India has had to pay on her sterling loans especially since the War 
The authoi denies that a fall in India s ciedit has been a contributory cause of 
her difficulty in obtaining idequate steilmg resources on cheap tciins But if 
credit be admitted to mean a belief of the lendei in the borrower s capacity as 
Veil as willingness to pay past or present loans, there can be little doubt m the 
miqds of those who have watched the current ol events durihg the past eighteen 
months and the frequent mention bv responsible Indian politicians of the possibility 
of debt lepudiation that foreign lendei s are not as certain as they were belore the 
Wai ol India s willingness to repav all past and future debts Vvere that so, 
it can confidently be asserted that at a time when interest rates in London and all 
the world s principal mone> maiUets aie as low as they have been during the past 
year, India could have seemed aKoniinodation for her numerous loans during 1090 31 

F. 15 
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at a much lower rate in Liondon than she actually did. For as to there being 
a dearth of capital in the world, this is hard to believe m the face of the enormous 
productive capacity now lying idle in the industrial countries of the world, and 
the great increase in savings of aM classes in France, Great Britain and the 
United states, not to mention lessor countries like Holland, Sweden, Switzerland 
and M or way. These savings are only hindered from being invested in long-term 
loans through uncertainty of future return. India, in common with other borrow- 
ing countries, suffers in the terms on which she' can raise her foreign loans in the 
measure in wdiich politu'al events contribute towards creating or maintaining this 
uncertainty. 

The future capital needs of India are estimated at approximately Rs. 60 crores 
annually for the next seven years. This rather liberal estimate is made up of 
Rs. 110 crores on account of repayment of nuitiinties and payments for railway 
purchases whivh the llovernmcnt may decide to make in exercise of their options, 
Rs. 10 crores for provincial needs and R.s. *20 (lores on account of fresh capital. 
The advisability o( borrowong an annual amount ot Rs. 30 crores for fresh capital 
expenditure for the provinces and the (.’entrat Government may well be questioned 
in these times of tmancial stringency and a ])rica-level almost equal to pre-war 
figures. This is particular!} the case when it is remeinhered that in the five years 
from 1925 to 1930, wdiile railway capital at charge increased by more than Rs. 150 
(jrorefa or over a quarter oi the previous oapiinl at charge, the increase in mileage, 
wagons, locomotives and other productive abseib was much less in proportion, while 
the financial results of the railways during this period showed still less improve- 
ment. To a careful student of India’s requirements m the matter of capital deve- 
lopment the conviction grows that the prime need for the future is not liberal 
expenditure but rigorous economy coupled with ihe resolution that the country 
sliould get lull value for every rupee spent. * 

But even if this principle be incorporated as a cardinal factor in governmental 
policy, a sum of from Rs. 40 to Rs. 50 crores will probably have to be raised by 
loans annually to meet all requirements during the lu^.xt seveh years. Nearly 
10 crores of Ibis will be' required for the discharge of sterling obligations. Thu 
might best be done 'in view’ (tf Ihe^ present weakmjSs of exchange by raising foreign 
lli&n'S. And itt view' of the latitude enjoyed by Canada, if these cannot be raiseil 
cheaply enough in Ijondon. tlie question might w^cll be considered of granting India 
the right to borrow in the world’s cheapest money market. The bulk of the money 
will have to be found in India however and in tin's connection, the suggestions 
made by the author fiu- the encouragement of the small investor leave nothing 
to be desired. 


E. H. S. 
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Indian Industuy : Yesterday, Today and Tomorrow, by M. Cccile Matheson. 

Humphrey Milford. 1980. 

This book is the ouit oiue of a desire “ oa the part of the Christian people hi 
India to have a reliable texi, book which would serve as a guide in criticising the 
difficulties of the present and material 'sing liope for the future.” Miss Matheson 
whose services were utilised for the purpose was exceptionally well-fitted for the 
task she was called iijion to inidertake both b\ her wide experience Of industrial 
conditions in England and America and by her knowledge of the working of Trade 
Boards in England. She writer without bias and while not snaring in her criti- 
cism of employers whenever needed, does the meed of praise due to 

them. Thus, m the chapter on (Tciieni! Ciinditions in the Ci Uo-i Trade she frankly 
acknowledges that “ it wus with a sense of surprised relief that she looked upon 
the spacious, well hiiilt factories and the well-guarded maehinr'“y tha are the rule 
and not the exception in India,” and lhat -hat she saw w^as an ” emphatic protest 
against any sweeping condemnahou of ludian .‘acn y conditions.” Again, the 
author has a sense of perspeoltvc and rigid Iv pleads foi ‘ balance ’ in any kind 
of iudiistrial reforms. Thus when she says that ” ’t is Mttle use to press factory 
legislation far, unless there is parallel advance in . tiier laws bearing on the 
lives of the people,” and again, that ” it is unfair to gird at factory housing when 
the municipality allows worse conditions outside ” she seems to have a truer under 
standing of the methods of advance than some writers on labour problems in India 
who have been inveighing so violently against employers. 

The book is divided into three parts. . art I describes in a. few pages the 
evolution of modern industry in India and the beginnings of factory legislation. It 
is in the second part cniilled ” Today ” that much of the most valuable informa- 
tion lio the student of economics ami the social service worker is crammed in. The 
successive chapters that, deal with conditions in the cotton, jute, tea, and other 
industries are intcresling and contain much useful information. One feels, how 
ever, that the author has made far too much of tlie so-called compensating factors 
that mitigate the hardships due to lo\v' wniges in the jute industry. The Bombay 
cotton industry which has faced the full glare of public and outside investigation 
lias, at least in recent years, been paying fairly good wages; the jute industry, on 
the other hand, entrenched in a monopolistic position and secure from the fresh 
breeze of outside opinion has been loo long exploiting the poverty-stricken work- 
ers. Where the wages of even the male operalives are so low as Rs. 11 and on 
the average less than Rs. 20, it is idle to say that if wages arc low ” rents are 
also considerably lower for Pxmgal lines than for Bombay chawls.” The European 
bungalows, the ga.rdens, the tennis courts, the club house, etc , might give the 
jute mills ‘‘ a green and pleasant setting,” but the conditions of workers in the 
jute industry are still deplorably had and abuses connected with the multiple shift 
system still prevail. Children are still allowed to roam about freely in the work- 
rooms to the serious detriment of their health and nothing has been done by 
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euiployerB to prevent this evil. The truth i« that the jute mill industry of Bengal 
has been a protected industry in more senses than one and everyone knows that the 
administration of Factory Acts in Bengal had never been as strict as in other pro- 
vinces. Miss Matheson’s eniphry has only whetted our appetite for more facts re- 
lating to the jute industry. Nor can one agree with the all too favourable a 
picture she has drawn of the conditions of work and living of the plantation work- 
ers at Assam. 

In the chapter on Voluntary Welfare llie author gives an interesting account 
of the welfare activities of some of the pioneer firms in India and justifies the 
strong tendency m* this country to concentrate upon extra-mural forms of welfare 
activity. But it must be a curious kind of welfare work indeed that would “ debar 
the so-called welfare secretary from entry into the factory itself.” If beneath the 
surface a shrewd observer notices indifference and even discontent among the work- 
ers in some of these firms, the reason is not far to seek. The welfare organisation is 
not related to working conditions in the factor}’. The author concludes the second 
part w'lth an expression of some of the outstanding difficulties and no one will dis- 
agree with her when she says that the problem of wages is closely bound up with the 
efficiency of the workers and that unless the latter are willing to take up more 
intensive methods, jirogress inust be slow. 

The third part speaks of ‘‘Tomorrow ” and emiuires wliat next? Some very 
useful anl constructive suggestions are thrown c»ut and they are the more valuable 
because each one of them is the result of (diservation and ex})crienced study. Miss 
Matheson pleads for a reduction of working hours from 60 to 54 and suggests 
that it may take the form of a weekly half-holiday. ” It would aliiiost certainly 
be a great boon to the European members of the staff,” but it is doubtful if the 
suggestion will be welcome to the workers themselves whose interests must after 
all be the deciding factor. She pleads for a suitable Truck Act and for a careful 
examination of the subject of ininimuin wage legislation and suggests that the 
Economics departments in the various colleges and Universities should make this 
a subject of careful investigation and instruction. She also throws out a fruitful 
hint that it would be desirable to adopt a system of six-monthly exchanges of 
factory inspectors between England and India in view of the need for specially 
(jualified inspectors. 

The author has done well in pointing out that further progress in industrial 
legislation in British India will be arrested beitause of the failure of the Indian 
States to come up to the level of the British factory laws and administration and 
says that a miniature ” Industrial labour office is wanted in India sotting a com- 
mon agreed standard and with some agreed right of oversight.” It is to be hoped 
that in the new federation provision would be made for securing a certain degree 
of uniformity in regard to ininimum conditions. 

The book is free from errors of any kind. The only slip that is noticeable 
occurs in page 24 where the author says that ” the special rules governing the 
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uBe of lead compounds apply equally to men and women whereas they really 
apply only to women. On the whole, tne work is to be welcomed for the accu- 
rate and balanced description of the conditions in several industries although one 
inight teel that slie overrates the difliculties in si)nie eases and tries to be too 
fair. That the work is emineurly suggesti'^e and constructive will be evident from 
the fact that it had enabled the National Christian Council to call for conference 
and pass quite a number of useful resolutions, all based on this work. A number 
of useful appendices and an index add to the value of the book, 

r. a. Lokanathan. 


Thk Industrial Efpicienov of India, by Bajam Kanta TDas, M.Sc., PliJ)., W S. 

King & Son, Ltd., 1930. Pp. xu-f‘JP2. Pnee 8 h. 6d. 

It would have been more aiiproiuuatc hu,d D:. Kajani Kanta Das named his 
hoolv “ The Industrial Ineflicieiicy of India.’ A perusal of the book leaves one 
with an emphatic impreBsion of how ciurmously beliind the other nations of the 
world India is in industrial elBfioiency or productive c pacity. Indeed, the picture 
tliat has been drawn is a very gloomy one but ik all the same very little, if at 
all, overcoloured . According to the sta+istical analysis that the author has made 
in the see-ond chapter of the treatise, “ India loses about 75 per cent of her natural 
resources duo to inability to make full use of them, about 66 per cent of her 
Jiiimaii resources or man-power due to ill-beaJb, ignorance and under-employment, 
and 66 per cent of her capital resources due to inability to mobilise social savings 
into national capital, to introduce modern implejueiits and machmery, and to make 
full ivie of the existing capital goods.” The total wastage of the productive factors 
I bus amounts to more than two-thirds and the industrial efficiency of India is less 
than one-third of that of other industrial countries. 

It is not very difficult to find fault wuth the statistics and the conclusions drawn 
therefrom and therefore to dispute the accuracy of the author’s estimate of the 
wastage of India’s productive resources. For, the extreme paucity of statistics, as 
J)r. Das himself admits, makes anything like au accurate assessment impossible. 
The conclusions drawn are based largely on guess work, at times of a very rough 
and sweeping nature. For instance, from the figures, none too accurate, relating 
to the import of fish into Calcutta during one particular year, the author draws 
his conclusion about its normal supply for the whole of India. Nevertheless, even 
if one may not accept the author’s statistical estimation as a very close approxima- 
tion to the truth, there is no denying the fact that the industrial inefficiency of 
India, if the standard of living be an index to it, is simply appalling. That 
a large majority of the people of India should be living constantly on the verge of 
starvation notwithstanding her immense natural resources and labour power is 
a clear testimony to the deficient productive capacity of her people* 
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Having:; made a Btatist-ical cRtiniale of the extent of India’s industrial ineffi- 
I’ieiicy, file author devotes the next chapter to an analysis of its causes. The 
chief causes of this inefficiency, according to him, are racial characteristics, physi- 
cal environment, poverty and disease, illiteracy and inexperience, religious in- 
adaptability, social inaladjiistincnt, political subjugation and industrial back- 
wardness. Of these, according to us, the most potent ones arc poverty, disease, illi 
toracy and the social evils. So far as racial characteristics are concerned, the 
author is of opinion thai. under equal conditions, Indians are as efficient as any 
other people, as was revealed to him by the investigation that he had conducted 
as an ^official agent of the United States Oovernment into the conditions of the 
Hindustani workers on the Pacific Coast. Bacialiy Indians are not, therefore, in- 
ferior to the white races of Europe when they compete on equal terms. Nor can 
physical environment of itself make a people permanently less capable than another; 
as the author observes, if there are differences of physical environment in which 
tlie different peoples live, they can develop their own regional economy and Iheir own 
inirticular industrial efficiency. As regards religions inadaptability, we are of opinion 
that unnecessary irnporMnee has been given by a numberof writers to what they 
call the philosophical and other worldly allltude of the Indian people towards life, 
being influenced by the doctrine of maya. AVe do not W’ant to deny that the 
principles of renunciation and harma do not have tlieir influonee on the Indian 
masses, but we want to assert that religious doctrines have rarely been a hin- 
drance to material progress. All the theologieal strictures of Islam against usury 
have not prevented the Pathans from b(*coming inuncylenders par excellence, and the 
shrewdest and most suct^essful of Indian traders and businessmen are the Marwaris, 
notwithstanding their religiuut' orthodoxy. Indeed, it will not infrequently be 
found that the most sucecsstul crmunercial and industrial communities of Indja are 
perhaps conventionally the most religious. I’overty is, however, as much a cause 
of inefficiency as a result of it. But things in life often move in vicious circles, 
and causes and effects are always interrelated. I’overty is eertainiy the greatest 
evil of our national life and diseases have made it all the more unhappy and 
disconsolate. That the standard of living in our country is incredibly low, that 
people die like fleas from diseases whicli are preventable, that the death-rate is 
abnormally high in India willi an average expectation of life amounting to less 
than 25 years, that more tlian 92 jier cent of the people are as yet completely 
illiterate in spite of the beiieficent British rule of a century and a half — make us 
cynical about the achievement h of our rulers in ameliorating the conditions of their 
subjects. A comparison of the relative progress tliat has been made by Great 
Britain and India since the latter came under British domination will simply as- 
tound one in noting the wide gulf of difference that has since arisen between the 
two nations in their material jn-osperity. If we are not mistaken, till the close of 
the eighteenth century the British people were not economically much better off 
than their Indian contemporaries. Bui while they have advanced with the swiftest 
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strides, the Indian people have since then simply stagnated, if not positively regresa* 
ed. Even supposing for the t.me being that Indians suffer from all the draw- 
backs that have been ascribed to them by their fault-finders, is there nothing to 
complain of in the fact that ihe civilising work jf a century and a half of Jdritish 
rule has led us economically u . m lither respects to a comparatively far inferior 
position among the nations ol the w'onld to what we hehl previous to this British 
period of our history ? 

After pointing out the various causes of India's industrial inefficiency, the 
author next passes on to suggest means of achieving etticiciK;, . These are con- 
servation of health by amelioration of races, development of pi'ysujue, control of 
population growth ; social regeneration by rcjupstructuig a new social attitude or 
philosophy of life and by upbaiidmg individual character’, pu.Ko moraUty, busineis 
honesty and social equality ; political reorganisation by having a national govern- 
ment and with the help ol (instructive research, functiona* or /ucaao^ial education 
and national economy; and finally, nidustriul reconst’*uci ion by industrialisation of 
production, rationalisation ol industry, development ol enterprise, conservation of 
resources, oiganisation ui capital and u-duiinistration ol labour 

It IS easy to see Iroiii the above, that though it & not very clilficult to suggest 
measures by which India can increase her mdustrial efficiency and secure the pros- 
perity and welfare ol the people it will be extremely difficult, il not impossible, to 
put all these suggestions into immediate practice. I' be reconstruction of the 
national health as well as ol all the social, x^olitical and industrial mstilutions re- 
quires not only the mobilisation of the active interest nnd concerted activities of 
the entire social population which is completely absent today but also the outlay 
of an immense amount oi capital which the country lacks. The author himself is 
not unaware of the difficulties ; but then there is no short-cut to real progress. So 
far as social reconstruction is concerned, we do not think that any radical change 
IS likely to take place in Jiuii.i all oi a sudden; at least past history does not 
warrant such optiniisin. isieverdieless, the citadels of orthodoxy have been success- 
fully attacked and progress is not altogether out of sight. Political and industrial 
changes are also taking place, though we are not at all satisfied with the rate of 
advance. As regards capital, the author finds the first source of financing his pro- 
jects in the economy of nationalising the government. The reduction of the ab- 
normal military expenditure, and the savings from the lower cost oi services follow- 
ing their Indianisation and the abolition of the ‘ home charges ’ are to be utilised 
for nation-building purposes which will improve the material condition of* the 
masses. Next, the greater national savings that the industrialisation of the country 
will bring about are to be employed for a<?celerating the economic progress. There 
is no doubt that there is a vast scope for national economy in uprodiictive expeuses 
that should be utilised for purposes which will not merely aim at the so-called 
maintenance of law and order but will also attempt at feeding the starving millions 
and equipping them with better means of improving their hard lot. Besides, 
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even under existing cirfunistances, the adoption by the Government o( a vigorous 
and protective industrial policy can do a great deal in resuscitating ana 
developing the decadent and nascent industries of India and thereby promot- 
ing the industrial efficiency af the people as well as their material jirospenity. 
There is, however, hope since steps are being already taken, though these may not 
be at this moment as vigorous and whole-hearted as we might have wished. But 
something is better than nothing as was, till lately, the case. 

The most important measure that the author suggests is the creation of a 
National Board of Industrial Efficiency which will conduct researches in the various 
branches of study that will go to enhance industrial efficiency. The Board is to 
be guided by a National Council of Industrial Efficiency, consisting of representa- 
tives of the different classes of the community who are engaged in ludiistnal acti- 
vities, scientific studies and general welfare work. The imxiortarice of such a cen- 
tral organisation wffiich will coordinate all the different social forces in improving 
productive efficiency can hardly be exaggerated. There are at present a fewr stray 
government institutions like ■ the Agricultural liesearch Council, the Forest 
llesearch Institute, and the Colton Resea!fch Committee, devotipd to 

their particular spheres. But, for a backward couutry like ours, a 
strong central association • to guide all her economic activities and to 
act as a source of encouragement and a storehouse of information is 
essential for the rapid industrialisatmu of the country. The Economic Enquiry 
Committee over which M. Visveswarayya presided recommended the creation ol 
a Central Economic Board — not, of course, ou (he line of Dr. Bas s Board of Effi- 
ciency. But a Board which will, at the first instance, collect reliable statistics 
regarding the various aspects of the economic life of the people, the inadequacy 
and inaccuracy of which the author himself deplores, is certainly the first step in 
mobilising the social forces for taking up a sound line of concerted national action 
for the economic uplift of the country. Nothing has, however, happened 
till now, though the Economic Enquiry Committee made their Beport in 
1926. Of late, the Government seem to have awakened from their siesta and Sir 
Arthur Salter of the League of Nations was recently invited to India to advise them 
on the formatuin of an Economic Board. Sir Arthur had a tour over the country 
and held consultations with various individuals and institutions in this connection. 
It may be hoped that something definite will soon come out. 

Compassed within a small volume of a little more than 200 pages, the author 
neefessarily takes a bird’s eye view of the numerous aspects of the vast problem 
of India’s industrial inefficiency and of its remedy. Nevertheless, he has put before 
us in a very readable form the salient features of the problem and its staggering 
magnitude, and has also suggested a sound line of action, though we must confess 
that, from their very nature, some of the remedies proposed are rather theo- 
retical and academic. The real achievement of the author, however, lies in his 
success in presenting to us in a concrete form the extent of the economic inferiority 
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of our oountry in companson with the civihged countries of the West Those who 
talk ghhly of the vast achievtiuente ,f British rule in India in unprovtng the 
material condition of her people should do well m gomg through this book. It will 
remove the complaisant mood of many an admirei of the economic advancement 
that India has so far made ana give a rude shoik to the false .ptimism of other) 
who would like to ifjnore Jactb as the\ are 

There are one oi two unsprints m the book, but ol a trifling nature For 

instance, Jack s ISrononuc Life of , Bengal Di.tnU has been printed as Economu 
Life 0 / a Bengal Village in the iootnote on page 30 As legards statistics, the 
author deserves praise for indicating the Houras to, every one ot them in the 

footnotes but ^e wish he had given the cc.inparui\e ignres from une set of inter 
national public alions instead ot giving bem lioin different soums such as the 
World 4lmanae, the Statesman'i Year Bool Annua re SliU^Uque, etc As is well 

known o\Mng to the ahstme ol \ unifoin metliod <1 c oinpil ition , considerable 

discrepancy occurs bchxcfii the sirnc <t ot ngurcs con pned by the different bodies 

Ihe pcAcrt^ of India is noviaflay as pioverbal as was her prosperity in bv 
gone da^s At the piesent junctuic wh n there is a general a'»^aken ng in the 
foiintry and the people have not onh become alive to tueir defects but also anxious 
to remove them, the authoi s ippeal to Indii s philoj^ophei and moralists, scientistB 


and technologists, statesmen an’ jurists, reformers and publicists, economists and 


enticprencurs to upbuild hei iia+ioTial health to legeneraU her social life, to attain 
hor pcditical lutonomy to dc\t*lop hci national economy to reconstruct her indus 
trial system and thus to uhlc^( industrial efficiency is most timeh and will not 
go in vain Wc entiieh agiec with flu authoi that it is thioiigh industiial 
efficiency alone that India can fully utilise her immense lesoiirces of land labour 
and capital toi the wealth and welfare of her people and lay the imtennl founda 
fion for then moral and intellectual piogiess 


S. 0 Boss. 


Double Taxation and Inti rn^honai Iiscat Co oitraiion, by E K A Seliginan 

Macmillan A Co i<)28 I’p ‘20d 

In the concluding chaptei of this bcK>k Piotessoi ^eligman makes the follow 
ing observation As we begin to think alike old shibbolethes will disappear and 
the traditional prejudices will melt awav Jn eveiy domain of economic and 
political life we see the beginning ol this raar\elloub transmutation Is it too much 
to hope that in the fiscal field as well mmilai metamorphosis will show itself " 
Professor fleligman is coniident that fiscal cooperation will, on acoounl of the pres 

F. 16 
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sure of pr«cticAl interests of everyday life, contribute in no small measure to the 
inauguration of the “ era of world understanding, of world peace, and of world prog 
ress, and which is perhaps nearer than many of us have dared to believe. 

Professor Seligman is an acknowledged authority on all questions of public 
hnance ; and when he comes to a conclusion based on such an optimistic outlook 
of tibe future, we can have good reason for believing that the solution of one of 
the most difliciilt problems of international life is well within sight. 

The book consists of eight chapters. In the first two the author gives a lucid 
account of the genesis of the problem and of the nature of the actual difliculties. 
He reviews the course of economic evolution and points out how with the grow- 
ing economic interdependence ol the different parts of the world, political 
divisions become entirely out of acx-ord with the facts of life and give rise to 
numerous difficulties. ' The result,” in the v\ords of the author, “is a fiscal 
chaos or a fiscal anarchy and with every year of increasing internal loiiad economic 
life, the confusion becomes worse confounded.’' Out of this fiscal chaos fiscal order 
has to be evolved by fiscal co-operation, and tlie succeeding chapters of the book 
are devoted to the study of the methods by which this end can he achieved. In 
the third chapter the liistury of the earlier attempts at a solution of the problem 
of double taxation is given. A list of 49 treaties on double taxation is given, 
but it is made quite clear that what has been done in the past is utterly inadequate 
to meet the needs of the situation and much remains to he done. 

The fourth and fifth chajiters art analytical. In the former a classification oi 
taxes IS given from an entirely new standpoint. Taxes are classified according as, 
they are personal or imperboual ; but between tliesc two categories are placed u 
number of taxes which are neither one nor the other but partake of the character 
of both in varying degrees. The fifth chapter is an analysis of the elements of 
location and residence in taxation, and generally speaking it is held that the element 
of residence or domicile is the controlling consideration in the tase ol personal 
taxation and the element of location or situs in that of impersonal taxation. 

The remaining three chapters of the book give us a review of the conclusions of 
the League of Nations' committees of economic and tchnical experts. Incidentally, 
Professor Seligman iiays a warm tribute to the work of the League of Nations 
and describes how it is creating an atmosphere in which suspicion is converted 
into confidence, doubt is resolved by the feeling of certainty of accomplishment and 
aloofness gives way to warm personal friendships which contribute materially to 
the < smoothing out of the difficulties. It is not necessary to summarise these con- 
clusions here. They are well-known to the students of recent fiscal literature. 
The conclusions are of a tentative character and the difficulties of formulating 
principles of general application are admitted. But it is also asserted that a solu- 
tion equitable to all parties can be devised. 

The problem of double taxation is not only an international problem but has 
also an important national aspect in all federal countries. In India the problem 
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16 sure to arise and call for soluhon umer any scheme of financial readjustment, 
and 8 study of the problem in mternational sphere and m other federal countries 
cannot but be ol imnieuHt value in solving our own problem The study of 
ProfeSBoi Beligmau s book will be very bclpiul foi the purpose 

GyAN ( H\ND 


1{ vnoN u IHAIION OF Mom V b\ H k Siott ol K idtiiKanal South India Tiicliino 
poly 1S30 Pp 166 

The book bcfoic Ub is a colkctun of uilicU's at 1 Utters contributed bv the 
Mithor to various papcis It is in ittcnipt U> plate before the reader tht dis 
advantages of fluctuations in the vhIu of nionev Tl xuthor points out 11 at 
prices paid depend moi< upon the pintla^m^ nower of tonsumeia (in India) and 
upon the bartering power ol foreign iriuers subjeot to oomjetition 1 jni other 
souices of “uipplv than upon the uj nctm t st of p xliutiou In order 

to avoid the dangti ot oui civilisation likt untmploviuem strikes discontentment, 
(t( le, to have ecoiionut setu ity tuireruy (then) must be related to perish 
able wares as marketed diul nust aint he peii-’hable r’* subject to tamellatioa 
tomcidentl) with toiisuinption or scivi t m use of these necessities In short 

the authoi aims at proMdiUp, tuueiKy supported bv bills of exchange Too much 
importance has been laid on the self Iniuidatin^ nature of a bill Money is used 
not merely is i medium of exchange but also us a storer of vatuc It is very doubt 
ful that notes having nothin^ else but bills behind them will be readily accepted 
Moreover there would be a distinct danger of inflition although the author 
asserts that no ii^k ot inflation lemld arise because cveiy bill would reflect some 

letual creation of value in ternib ol goods 

During the postwar peiiod several sdunus have becu pined before the public 
to solve the cnrrency problem, ftcins the world The Managed Onrrenov System 
of Prof Keynes and Oomponsated Dollar Scheme ol Ftsher are impoitant 
csamples but none ol them lias beei accepted is piactioal Theie is consensus of 

opinion that although gold may not be m active circulation, still the currency must 
be linked on to gold Tbo leccnl adoption of the Gold Bullion staudaid by most 
of the countries of the uorld is a living indioalion ol the fact that artificial inter 
ference with the uiriency system uoiild not be tolerated Mr Su.tt s sibcme 
has many good points in it, but it is not practicable 

The book on the whole provides an mlcresting reading and is a ucboinc addi 

tion to the economic literature 


Ii C Tawdon 
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EijBMBNTS of Fioonomio PuiNoiPLBS, by J. I’. Smglial, M.A.. LL.B., F.B.E.S., 

Assistant Professor of Economics, Holkar College, Indore. 19‘2D, University 

Book Depot, Agra. Pp. 518. 

This book is a valuable addition to the literature of Economics. A number of 
books have recently appeared dealing with individual Indian economic problems, 
but the author of this book hus made a departure from the oft*trodden path. He 
has explained the principles of economics by taking Indian illustrations. He has 
rendered very useful service to the students -world,' and has filled a long-felt gap. 

T^he author has very sparingly used curves. Tliroughout the hook, curves appear 
only twice. The place of graphs and curves is high in making the students un* 
derstand economic phenomena clearly. 

In the modern world, }>roduction is carried on not in response to in- 
dividual orders hut in antieipatJon o( wants. Therefore (’hapter XXXI, which 
deals with principles of consumption .should he given before Book II dealing with 
production. Problems of consumption whudi need knowledge of the general prin- 
ciples of economics are discussed in their proper place. The subject is wnde and 
of great social importance. The author has summarised the subject well. As the 
book is to be mainly used as a text by the students, the author would make it ali 
the more useful if at the end of each <*haptcr lie gives a set of questions and a 
small bibliography. 

li. C. Tam DON, 


A Bibliogbai'HY of Social. Subvey : Jiepuri& of Fact-finding studies made as a liasis 
for Social Actitm; arranged h\ subjects and knalities, Iteports to Janua'rv I, 
3928. By Allen Eaton, Department of Surveys and Exhibits, m Collaboration 
with Shelby M. Harrison, Director. Department of Surveys and Exhibits, Kus 
sell Sage Foundation, New York, 1930. Pp. xlviii, 467. Price $ 3-50 net. 

It is somewhat dithcult to review a work of this character as, apart from the 
fifty pages of introductory matter, the whole of the book of over 500 pages is siiii' 
ply a list of Surveys which Jiave been underluken in specialised fields of social 
investigations iii the United States, together with the purpose, methods, and 
standards of such surveys and a very eompiete geographical index which in itself 
runs up to 100 pages. 

The introduction is a well-written description of the history of this kind of 
specialised work in the United States of America and there is also a discuS' 
sion of its principles and usefulness. It may be said that while it is highly de- 
sirable that attempts should be made in all countries to improve the prevailing 
social conditions, there is yet much waste of time, money and effort in all lands 
owing to the lack of the necessary primary study of sound principles 
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on which to work, and there is also a (kplorable lack of knowledge of the actual 
conditione which it is sought to improve. Hence we can agree with the writer 
of the introduction to this sul>8tantiai volume that 

The changing community (^onditionH, the increasing demand for united ac- 
tion by citizens m order to control tendencies in the public interest, 
and the growing c>oiivietion that control and improvement can be more 
intelligent and efTectivo if based on knowledge, have combined to make 
the social -itndy or survey almost one of the indispensable activities of 
the modern eoTiiimmitv, whether it he neighbourhood, parish, village, 
city, region, or state ” 

and we cannot but agree \\ith hini, when be slates further, that 

The first essential in earryin}.; out such a purpi'se was the ase-ertainiiig of 
the facts lu eacii partieiiiar ease — the all-round diagnosis (»f the 
causes and the all-roimd applieatiim of the rosoiirces of the community to 
relief and rehabilitation.” 

^lucli has been done in icean vears to i seen am *hc facts, especiail}' in the 
United States of America and an effort has been ‘made lo realize that 

” 'riic social survey is a cooperative undertaking which applies scieiitilic me- 
thod to the study and treatment of (airrent related social problems and 
conditions Iciving definite geographical limits and bearings, plus such 
« spreading oi its facts, conclusi ms, and recommendations as will 
make them, as far as possible, the common knowledge of the com- 
munity and a fone for iideliigont coordinated action.” 

So far as one is able to judge we are only in the beginning of tins kind 
of W'ork in India but one does feel iJial scholars and students throughout the 
country arc realizing that policy must he hused on sound researcli work, and 
that surveys throughout the whole lield will have to be undertaken if the best 
results are to he olitained from tiie laudable efforts which are being made in cer- 
tain directions to improve the conditions in lhl^ land of Hindustan. 

As this w’ork is devclojied n is to be hoped that some attempt will be made 
at a coordination of effort and to further such coordination it will he dosirahlc 
that some future research students or professors will do for India what has been 
done for the Ignited States m this e\cellent volume, and publish a full bibliography 
of suidi social surveys. 


J. W. Thomas. 
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Cbnthal Banks, by C. H. Kisch and W. A. Elkin. Macmillan. Pp, 427. 18s. 

The study of Central Banking on any systematic lines has received special 
attention only during the last decade. It was as a result of the Brussels Inter- 
national Financial Conference of 1920 that the movement was first set on foot for 
the establishment of Central Banks of Issue in countries where they did not 
exist. “ In the following years the advice of the Brussels Conference was widely 
followed. New Central Banks were formed and many existing Banks drastically over 
hauled. The reorganisation of the Reichsbank was an integral jiart of the Dawes 
scheme; the countries that previously formed part of the Austrian and Itussian 
Empires as well as certain of the Balkan countries established lle\^ Central Banks. 
Similar steps were taken in some of the South American States and in South Africa, 
while the creation of a Reserve Bank in India was also proposed. In other countries, 
such afi Belgium and Norway, though the previous structure remaiiiH, important 
changes were introduced.” 

But while so many Central Banks were being cither formed for the first time 
or reconstructed, the theory of Central Banking was a matter of experience of the 
leading bankers or of knowledge possessed by a few experts. There was no con- 
venient hook on the subject — not even a record in one place of the constitutions 
of the Central Banks in the various countries. To Kisch and Elkin goes the 
credit of supplying the want in their book entitled (Central Banks. Issued first 
in January 1928, it has already run info thr<5€*. editions. In the latest edition of 
1930 the authors have brought the subject-matter up-to-date so as to include among 
other changes those introduced into the monetary legislation of the United King 
dom, France and Italy. 

The book ivS an exhaustive study of the theory of (’entral Banking, in so far 
as such a theory has Ijcen developed. The application of the theory is il'lusfrated 
by reference to the bank charters of different countries. Questions sucli as the 
significance of a Central Bank: its functions; its relations with the State; its 
mechanism and administration; its relations with the money market and with other 
Central Banks are ail fully dealt with. The importance of progressive co-operation 
between the Central Banks cannot he exaggerated. ” This aspect of their aetivities, 
though now. is constantly developing and promr»es, with the gradual reliahilitation 
of state tiriances. a rich harvest of benefits to national well-being and jndustr 3 ^” 
The establishment of the Bank for Inienmtional Bettlemcnts is a great practical 
step in this direction. 

The authors have greatly added to flic utility of the hook by giving a very 
convenient summary of the laws, charters and statutes relating to no less than 31 
Banks of Issue. The inclusion of the Gold Standard Act of J925 and the Currency 
and Notes Act of 1928 xn the form of a separate appendix is a special feature of the 
new edition of ” Central Banks.” Besides there is a bibliography at the end 
which should prove useful to all students of Central Banking. 


Jj. C. J, 
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The Bank fob Internation \ ii Setteements. by Paul Einzig. MacmiUan. Pp. 179 
7s. 6d. 


It is the first book of its kind on an entirely new subject. The author rightly 
has not devoted much space to the reparations aspect of the icherne as in that 
respect the Young Keport does not require elucidation. Br. Einzig has chiefly con- 
cerned himself with the problems connected with the international banking acti- 
vities of the Bank for International Settlements, such as the proposed international 
gold cleaning system, a world hank rate, facilities for credit exriausion, etc. 

The need for co-operation between central tanks at the present time is har<l 
tq exaggerate. “ The non -reparation fnnclions of i' ' Bank wil^ contribute to 
bring about a more equal distribiinon of the world’s finaiicial resources as between 
various countries. The> will teud to eliminate tlie hnoruial discrepancies between 

intereHl rates that developed since tlu War ovei and above all they will lend to 

stabilise the international price-level, and to countert. d a gene^'al and prolonged 
decline of prices ” (p. 51). The pos'^ibiiities of ♦bp Bank are indeed wide and 

they are of peculiar interest at the present juncture whin the world is in the thi*oe<i 

of a general fall m the price-level whi<’h the ('entiai Bonk of Central Banks is 
expected to avert. 

Hr. Einzig’s aiialysiH ot tlip functions ami luechanisni of the Bank is simple 
and clear and leaves little to he desired. His chapter on the “ world bank rate ” 
is specially interesting. 

But the institution which is the subject ol Dr. liinzig’s book is so new that it 
is difiicnlt speak with any precision what the Bank tav do or what it shall do. 
These, however, are iinjiortant questions whitdi we would like to see answered 
in the next edition of the book, when it is published. 

• li. (\ J. 


PniNciPLES OF Audit, by R. S. Ramaswami Iyer, M.A., L.T. With a foreword 
by J. Ryan, M.A. 1930. Price Rs. 2-8-0. Pp. 189. 

This monograph describes the principles underlying Cooperative Audit in a 
simple and lucid manner. The principles of Audit of ordinary coiujianies as W’ell 
as Cooperative Institutions are essentially the same and the author has done Vv^ell 
in pointing out how Cooperative audit has to be done more thoroughly. 

It is unnecessary in this Journal of Economics to review the contents in 
greater detail. Students preparing for (rovernment Examinations on audit will find 
this booklet helpful. 


B. R. Rau. 
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PaPHBS KKLATING to the BllITlfiH ItJDlAN SeA CUSTOMS DUTIES AND INDIAN STATES, 

by Sardar M. V. Kibe, M.A. With a foreword by Sir M. N. Mehta. Pp. 8*2. 

3929. Printed at the Srinath Press, Indore (bty. 

The monograph under review jk a eoliection of papers wtlen at different times 
on the important but Jiithort<> neglected subject “ The Indian Tariffs and the 
Native States.” 

Since the years I860 and J877 wJien the transit duties were abolished at the 
suggestion of the British (lovernment by the Native States the relations between 
the Indian States and the Carainoiint Power with reference to the equitable divi 
sion of the import duties levied at the ports hove not been satisfactory. ^I’lie 
evils of double taxation to whicli the j>eopJe of the Jndian States Axere subjected 
have not drawn sufficient attention. Now that the topic of Pederation is being 
seriously discussed the readjiisnncnt of financial liabilities and a fairer distribution 
of taxation would receive adeijuate attention. It is indeed a pity that most of 
the Native State.s neglected to secure the inost-favoured-nation treatment of exeinp* 
lion of their subjects from the Hrilish CustoinH Buties when tliey agreed to give 
up transit duties. A Customs Union on the lines of the (ierrnan Zollevereiii is 

advocated to grant irmnediate redress to some of tiie Indian States station- 

ed in the Imiterland. The division of custouis duties on the basis of consumption 
instsead of ixipiilation is rightly advoated. Kven the recent Indian States (!om- 

rnittee has failed to draw sufficient attention to tliis legitimate grievance. At any 
rate its mam recommendation that a further committee ought to discuss this 
problem should not be shelved any longer. It is glaring injustice to deprive the 
Indian States of the increasing share of the Cnstoms Unties which their people 

pay wdiile importing goods through the British sea ports. If the Federal Consti- 
tution 18 settled to the satisfaction of the Indian States and the British Indian 
Provinces this fiscal problem will he automatically solved or dissolved. 

B. Bamaofandra Kav. 


'J’hk Modern Case for Socialism, by A. W. Humphrey., Allen A Unwin, Ltd., 
. London. Pp. 272. Price 12-6. 

The author states the purpose of his book to be to present certain of the mam 
elements of socialism m the light of the existing economic situation, current poli- 
tical experience and recent socialist discussion. We are of opinion that bis treat 
ment of the subject justilies bis claim. Books written on Socialism are innumer 
able, but there are few which take up modern, up-to-date economic developments 
and attempt to demonstrate the necessity for the establishment of a socialistic 



REVIEWS OP BOOKS 


733 


regime in society. Mr. Humphrey’s book is of this latter order. So the assump- 
tions of capitalism, viz., liberty of acUon, effectiveness of competition, usefulness 
of economic institutions .and effort for the common weal are examined in the 
light of present-day tendencies and are shown to be no longer holding good. For 
instance competition which is one of the leading articles in the creed of capitalism 
and is the motive force of industrial progress, is shown to be inoperative in the 
largest and most important divisions of the industrial field. Humphrey observes : 
“ We may, however, say that the dominantly competitive era had passed its zenith 
with the passing of the third quarter of the eighteen-nineties ouvNards there has 
been rapid and steadily acc/el crating development of oapitalistio (!ombination for 
the purpose of increasing profits by restricting outpn*- fixing prices and effecting 
economies made possible })y production on a laxger scale.” 

He defines the purpose of socialism m <he following words ; 

” The root contention of socialism is this : that the resources of Nature 
are so vast as to be capable o* a: ip*y supplying the needs of all, 
and that it is well within ibo capacity of mankind to exploit those re- 
sources and distribute their products in such \ way that poverty — or 
anything approaching what we now understt.'i by poverty — would dis- 
appear. Further, Ibe production of wealth would be so increased and 
the organisation of productions be so improved, that most of life would 
not as now be occupied with anxious sinving to satisfy physical needs. 
Instead of this condition of thmgs, mankind would have time and scope 
for cultural development far in adva^ice of anything we now learn, when 
indeed, the opportunities of the mass of the population for enjoying the 
higher things of life are negligible or non-existent. It is the starving of the 
mind and the cramping of the spirit no less than the deprivation of tlie 
body, which is the subject of the socialist protest.” 

Mr. Humphrey after examining State and Municipal enterprise in a very 
large variety of industries before, during and after the War is of the opinion that 
nationalisation or more precisely social isatioii of economic life would nut be a 
failure but indeed a positive success. 

He also emphasises tbe fact that socialism implies not only a change in 
ownership but a change in authority and power. Guild system of organisation will 
supplant the present private control or bureaucratic exercise of authority. 

The book is extensively furnished with live examples from tbe existing busi- 
ness and industrial world. It is on the whole a judicious and stimulating 
reading. It is well documented and supported by authoritative books and puhli- 
catiouB. 

S. K. R. 


F. 17 
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FoVEETy ANU THE STATE, bj (jUbert Slater, M.A., I). Sc. Constable & Co., Ltd., 

London. Price 128. 6d. 

We feel certain that students of ludian-poverty problem will find Dr. Gilbert 
Slater’s book, “ Poverty and the State ” of vital interest. We have a gigantic 
war to wage against the gnawing poverty of the millions of our fellow-countrymen. 
Any light that we can get of liow jioverty had been attacked in other parts of 
the world cannot hut be of much value to us here in India. In this book we have 
an able, clear and instructive treatment of the problem of Poverty and the efforts 
made' by private jiersons aiul organisations and the church and the state to combat 
the evil. It is clear, and a study of this book reaffirms the conviction, that what 
is needed in India, short of some form of Socialism, is active, coordinated parti- 
cipation between the state and the peoples in organising for relief of the poor of 
the country. Minimum conditions of life have somehow to be secured so that 
starvation, insanitary living and wretched housing and deep ignorance may become 
the nightmare only of the terrible night of the nations past. The public alone and 
the Government alone cannot do much. We need the combined resources and the 
powers of organisation of the entire country, the people and the state, to help to 
lift up a little the sunken masses. For says Dr. Gilbert Blater : “ From the in- 
dividual point of view poverty is a personal misfortune ; from the social point of 
view it is the symptom which betrays the failure, or at least the partial failure, 
of the state to achieve ‘ the good life for the community whicli it serves, for, 
in its economic aspect, ‘ the good life ’ implies adequate production, just disiribu 
tion and wise consumption of those things which minister to life.” 

It is best perhaps to give in the learned doclor’s own words the scope and the 
method of the study followed in the book ; 

In the chapters that follow an effort is made to give in broad outline the 
story, for England and Wales, of the course of social struggle of the 
community against the more glaring evils of poverty, and against 
poverty itself in its extreme forms. This struggle began many cen- 
turies ago, but only in very recent times has enlisted a large share 
of the national effort, and its issues come prominently into the national 
consciousness. Gradually the aim of leaders has developed from mere 
mitigation of the distress caused by poverty to more effective rescue of 
individuals, and thence to a study of causes and the organisation of pre- 
ventive work. In view of the complexity of the causes of poverty, and’ 
the multiplicity of the agencies concerned in combating it, it is 
not easy to devise a simple and logical arrangement of the 
subject-matter. The plea here adopted is based upon the historic 
fact that at one time or another some particular problem of poverty 
has taken on so threatening or urgent a form as to elicit some new 
effort of private or public initiative which has ever since persisted 
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under varying forms. As far as possible these emergencies are taken 
in chrondlogical order, .',nd the resulting initial effort with its later 
developments disenssed in their connection therewith.” 

The list of cljapters in the l)tx)k will indicate the problems studied. Each 
study is thorough, illuminating and up to-date. The chapters are ; Introduction; 
Voluntary Health Insurance: The Elizabethan Poor Law; the Breakdown of the 
Old Poor Law and the Passing of the New; Preventable Disease and Sanitary 
idea, the Care of the Child in the Nineteenth Centnry; the Care of the Child in 
the Twentieth Century and the Ministry of Health: Hospitals, Doctors and the 
State; the Care of the Aged: Overcrow ditv and Slums; the State and the Trade 
in Alcohol; Betting airl Oambling ; ard Mental Deficierwyr the Blind, the Deaf 
and the Crippled; the Unemployment. T. Pre-War Experience and Theory; 
71. Relief Works and Insurance; 111. the Post-War Unemploymer* Problem; the 
future of tl/e Race. 

A useful Bibliography is also given. 


S. K. R. 


MokaIj Sense, by James Bona.' Allen ife Unwin, Ltd., London. Price 

J2s. Cd. Pp. 304. 

This book deals with a theory of Ethics which held sway in England during 
most of the eighteenth century. 'J'hc problem of Ethics is to find a satisfactory 
answer to the question — Why do we ca'Il things right or wrong, good or evil/ 
What is the standard in view of winch wc pass moral judgments, and how does 
ihe individual come iiHo possession of th<‘ standard? A number of thinkers in 
the eighteenth century developed the theory that the ethical problem finds its 
solution in the fact that liuinan boing^ possess a moral sense. Just as we have a 
sense of sight that knows visible objects and a sense of hearing that apprehends 
sound, so, it has maintained, we ha\e a moral sense by which we become aware 
of the distinction between right and wrong. 

Dr. Bonar shows ns this moral senxe theory taking its rise in the writings of 
Shaftesbury. As a standard of moral discernment the moral sense seems to be 
closely related in Shaftesbury’s thought with the tendency to promote public good. 
He argues that the individual is always part of a wnder whole, and has a kind 
of innate or instinctive affection towards society. There thus comes to be a natural 
approval of conduct that is good for the whole. The objection to virtue lies in the 
fact that the chief source of individual happiness is the strong development of the 
kindly, generous affections which are directed to the public good, whereas the chief 
source of personal misery is to have the private, self-regarding affections too strongly 
developed. 
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Dr. Boiiar leads his reader through the intricate arguments by which Hutcheson 
advanced and consolidated the Moral Sense Theory, the first hints of which he got 
“ from the great writers of antiquity and fronj Shaftesbury.” He also expounds 
for us the penetrating analysis of Hume, who is to be reckoned among the mem> 
l)ers of the Moral Sense School, but who, as was his philosophic destiny, introduced 
elements that led out beyond his own system. 

These three — Shaftesbury, Hutcheson and Hume — are the chief names in the 
school, though Butler may be called a critical supporter. Besides delineating the 
thought of the school from the writings of these, its chief representatives, Dr. Bonar 
shows us the criticism that this idea met Avith at the hands of Berhelcy, Maude* 
bille, and others. 

Much space is given to Adam Smith’s book, The Theory of Moral Seniiments- 
Adam Smith rejected the theory of the Moral Sense, and since he was on a footing 
of intimate reflationship with Hutcheson, Dr. Bonar declares that ” his criticisA 
and eventual rejection of the theory may therefore be said to come from the inside 
of the school.” He himself explained morality through the fact of sympathy and 
without resort to the ider of a moral sense. He put ourselves into author’s place 
by imagination. He iinagiiies how' a'e would feel in that poRition. Then wc think 
how an impartial spectator Avould judge our sentiments. Would he regard them 
us appropriate to the existing cause, or as too strong or too weak*' C-onscious sym* 
pathy with the feeling of aaotlier is apitrohaiton. Then we look to the effects of 
the actions arising froui (he ieelings, and bympathy w'itli the gratitude of those 
who benefit gives rise to the idea of hometbing more than propriety, namely, merit. 
So sympathy is the explanation of our moral nature — sympathy whereby we feel 
concord with the sentiments of the agent, and concord with the gratitude or re- 
sentment of the benoficiary or the sufferer. Moreover, we all bear within us a judge 
or arbiter the ” Man within tlie breast,” the ” Impartial spectator,” whose sympathy 
with one actual self and its doings is the real standard of right and wrong. 

Dr. Bonar himself seems to hold a view smiilar to that of T. H. Green or 
Edward Caird. He at any rate criticises Adam Hinitb and others from the stand* 
point of self'Conscious reason. In man passions and feelings are transformed by 
the fact that they belong to a .selfsjonscious subject. Thus Dr. Bonar suggests 
that ” we should perhaps find in the ‘ spectator ’ only an awkward expression for 
self-consciousness. Every man yiia reason is the impartial spectator confronting 
the passions ” (p. 181). 

In the author’s exposition, Adam Smith and Kant form a bridge from the 
error of the moral sense school to the conception of morality as finding its source 
in a uniA^rsal Reason which is partially and progressively embodied in social in^ 
stitutioDS. * So he points out that while ” there is certainly in the civilized ordinary 
man a perception of good and evil, which seems from our familiarity with it to 
be immediate and instinctive, yet it is no more so th^ our use of our native lan- 
guage, or onr erect position, or vision of distance ” (p. 216). There is no such 
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thing as a moral sense that rs given fully fledged at the start. What is given to 
the human soul is the capacity for sliaring in the life of reason, and that capacity 
is realised through the individuars ineiubership of various institutions of the social 
life, such as the family, industrial society, the state, etc. These institutions are 
the individuars training-ground, and the result is the development in him of what 
can be called a moral sense. 

Another ^ aspect of Adam Smilh’s teaching by which it may be learned that 
the moral sense has the nature of a lerminua ad tiueni rather than a terminus a 
quo is his conception of propriety. The truly moral man '*^11 act with propriety', 
i.e., his actions will be the outtYune of sympathy with t^jat degree of emotion which 
is right. This is practically identical with Arisiotle s diK’tiiaes of the mean. 
“ Adam Smith,” says Dr. Bonar, ‘ reaches propriety by a tinning up and a 
< liming down till we reach concord, the man oi typically good ear deciding when 
^ve have reached it ” f]!. 18H). Now clearly both Adam Smith and Aristotle have 
<0 meet the objection that the cxtrcnies ca * be l*nown only by the mean, we coulJ 
not know the extremes of excess oi defec*, except through the judgment of the 
wise man who knows both. The (juestion then is, how does the n.orally wise man set 

knowledge? Whore does hi.', sound irstinct and judgment come from? Aris- 
totle would say that he gets it by being a citi/en (d' a good state — through his 
membership of its institutions. Dr. Bonar thinks that Adam Smith had the same 
answ’crs in mind. For be said that ” morality begins with the family, then society, 
then the state, the. range though not the intensity of the sense of duty expanding 
in a man as he feels himself in tin* larger after the smaller circles ” (p. 184). 

Tip to a point Adam Smith .seems to make morality dependent upon the mirror- 
ing of what is, i.e., the doing of what our fellow-inen approve. But this is only ” in 
tlic jirst instance.’* For there is always an appeal to the impartial and W'ell* 
informed Man u'iUiin the breast. Thus conduct comes to he determined not 
merely by desire for actnai praise, i.e., aversion from actual blame, but by the 
diosirc to be praiseworthy, to be gtnid as w’ell as to seem good. Tliis clears the 
line for progressiveness in morality. Jn this connection a very interesting example 
is given by Dr. Bonar on page 195, where he shows how Adam Smith, through 
Ills conception of the impartial spectator, rises to the apprehension that patriotism 
is not enough. 

Dr. Bonar’s book while being a thorough and scholarly work, is written in 
an easy and attractive style. Occasional biographical allusions give a human-nature 
touch that lends a quiet charm. Tt might perhaps be asked why the book should 
have been sent to review in an Economic Journal, for it has nothing to do with 
Economics. The reason may he that the waiter is clearly well-known for, three 
or four books that he has written on Economic subjects, and because Adam Smith 
is one of the authors w^hose theory of Ethics is examined. 

There arc in the book three incidental references to Economics, and as they 
are all interesting we shall close this review by calling attentioij to them ; 
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One IS on page 84, where Hutdieson is quoted as saying that “ «el£-love is 
leally as necessary for, the good of the whcde as bauevoleuce/* and that motives of 
Jiouour and ad\antage are necessary to keep us pursuing industrially the course 
wiucb really increases the good of the whole. This is declared to be the basis 

ot the Economic teaching of Hutcheson and in far larger measure of Adam Smith. 

The second reference to Economics is on page 1J30, where Hume tS A flUoted as 
saying that “ if everyone had the same affection and lendei regard u|P^cryone 
as for himself, justice and injustice could be equaM\ unkuovMi among men It 
IS only from the selfishness and confined goneiositv of men a'long with the 
scant} piovision nature has made for his wants that justice derives its oiigin ” 
On tbi^ showing, justice and value ha\e the same origin. 

The third reference is on page 186, where mention is made ot Adam Smith’s 
opinion that there is a better distribution of happiness m the world than there is 
ot health, “ Ambition, sa}s Adam Smith, is usually folly, due to desire of 
shining, and sometimes desire oi a fancied (oinfort no greater than what is 

already possessed. . What can be added to the happiness ot a man 

who IS in health, who is out of debt, and has a dear conscience? . . . 
wealth and greatness are ineie trinkets i>f frivolous utilitv ” Dr Bonar 

expresses the natuial wonder that such a jdea for jKivertv should have 

been written by the author of the Wealth of Nations But it appears that 

ambition is not finalh shunned, and that Adam Kinith, though seeing its hollow- 

ness vet regards it as a happv illision, for be says ‘ It is this deception which 

louses and keej>s m (ontinual motum the industrv of mankind,” and also it is 
” the bustle and business of tin woild that have tiained the man of real constancy 
and firinnesH who keeps his self coiitiol and is alwavs mindful of his inward 
motion.” 


Jambs Kisliook. 






